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Editorials 

By  CHAiVNING  E.  SWEITZER,  Managing  Director 


Mo  Depression  in  Lefiislation 

During  the  legislative  season  of  1930-1931  our 
legislators,  both  federal  and  state,  have  seen  to  it  that 
the  business  of  law  making  suffered  no  depression. 

Vie  are  told  that  approximately  forty  thousand 
bills  were  introduced,  considered,  and  enacted  both 
in  Congress  and  in  the  various  state  legislatures. 

Ill  the  Nebraska  Legislature  alone  a  total  of  102 
bills,  affecting  retail  merchants,  was  placed  before 
that  body.  These  bills  were  as  diverse  in  scope  as 
they  were  in  number — ranging  from  the  size  of  car¬ 
tons  to  the  state  income  tax  law. 

Yes,  during  this  period  of  business  readjustment, 
our  legislators  have  been  kept  busy.  We  believe, 
however,  that  we  would  be  further  along  the  road  to 
economic  normalcy  if  our  law  makers  had  been  less 
active.  Bills  affecting  our  business  institutions  and 
tending  to  slow  up  business  should  not  be  enacted. 
Their  very  proposal  and  consideration  have  a  deter¬ 
rent  effect  upon  economic  progress,  because  they 
create  a  state  of  confusion  and  uncertainty  in  the 
minds  of  those  responsible  for  the  welfare  of  our 
business  enterprises. 

Returned  Goods  Program — Progress 

By  this  time,  we  assume,  that  every  member  is 
acquainted  with  the  efforts  being  made  by  your  Asso¬ 
ciation  to  reduce  to  a  minimum  the  returned  goods 
problem.  This  work  is  moving  on  and  we  feel  ex¬ 
cellent  progress  has  been  made  to  date. 

The  newspapers  of  the  country  are  supporting  our 
efforts.  President  Kelly's  nation-wide  radio  talk  on 
this  subject,  which  inaugurated  our  Consumer  Edu¬ 
cational  Campaign,  has  been  made  the  subject  of 
news  items  and  editorial  comment  throughout  the 
United  States.  Even  now,  several  weeks  after  our 
President  addressed  this  great  radio  audience,  news 
items  and  editorials  are  still  coming  to  our  office 
from  cities  and  towns,  large  and  small,  commenting 
on  his  address  and  lauding  the  movement.  We  can 
safely  say  that  your  Association  has  never  under¬ 
taken  any  activity  which  has  received  more  whole¬ 
hearted  support  from  the  public  press  than  the  re¬ 
turned  goods  problem. 


This  subject  received  its  due  share  of  attention  at 
the  (mneurrent  Conventions  held  in  Washington  last 
month.  Almost  an  entire  session  was  devoted  to  a 
consideration  of  the  problem. 

Mr.  P.  A.  O'Connell,  President  of  the  E.  T.  Slat¬ 
tery  Company  of  Boston,  Mass.,  and  Vice  President 
of  the  National  Retail  Dry  Goods  Association  for  the 
New  England  States,  made  a  masterful  address  on 
“Controlling  Returns  from  Within  the  Store.”  This 
is  one  of  the  outstanding  talks  of  the  recent  meet¬ 
ing.  We  are  publishing  it  in  this  issue  of  The 
Bulletin  in  its  entirety  and  would  urge  every 
member  to  read  it.  If  you  do  so  and  follow  Mr. 
O'Connell's  suggestions,  you  will  help  materially  in 
solving  this  problem.  Remember — the  customer  is 
not  entirely  resfionsible  for  returned  goods.  We  must 
put  our  own  houses  in  order  if  we  ever  hope  to  solve 
the  problem  satisfactorily. 

At  the  same  session  excellent  talks  also  were  de¬ 
livered  by  Grover  Whalen,  General  Manager  of  John 
Wanamaker,  New  York,  who  spoke  on  the  subject 
“Extent  and  Cost  of  Customer  Returns,”  and  by 
Bishop  Brown  of  the  Research  Bureau  for  Retail 
Training  of  the  University  of  Pittsburgh,  whose  sub¬ 
ject  was  “Regulating  Returns  Through  Cooperative 
Action.” 

•  «  •  •  • 

Your  Association  has  been  engaged  in  studying 
what  has  been  done  in  certain  key  cities  of  the  coun¬ 
try  in  controlling  the  returned  goods  problem.  Oar 
findings  will  soon  be  ready  for  distribution  and  will 
be  sent  to  every  member  of  the  Association,  together 
with  a  short  questionnaire,  in  order  to  find  out 
the  extent  of  the  problem  in  your  community, 
and  how  you  feel  it  can  best  be  solved  in  view 
of  local  conditions.  This  questionnaire  is  being  sent 
out  with  the  approval  of  the  Board  of  Directors 
of  your  National  Association.  When  you  receive  it 
we  hope  that  you  will  give  it  careful  attention  and 
send  your  reply  to  the  headquarters'  office  at  your 
earliest  convenience.  We  assure  you  that  the  ques¬ 
tionnaire  will  be  so  framed  that  it  wiU  take  only 
a  few  minutes  of  your  time  to  answer.  A  thorough 
response,  however,  from  aU  sections  of  the  country 
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will  be  most  helpful  to  us  in  drawing  up  recommen¬ 
dations  for  solving  the  returned  goojls  problem. 

We  thank  you  now  in  anticipation  of  your  reply. 

»  «  »  «  « 

Amos  Parrish  in  the  May  issue  of  his  excellent 
magazine  lends  his  approbation  to  our  returned  goods 
program. 

We  take  the  liberty  of  quoting  him  as  follows: — 

“When  out  of  every  100  radios  that  are 
taken  out  of  a  store,  23  are  returned — 

“And  out  of  every  100  fur  coats,  21  are 
returned — 

“And  almost  17  negligees — 

“And  more  than  15  pairs  of  shoes — 

“And  almost  16  women’s  coats — 

“And  more  than  18  blouses  and  skirts — 

“And  more  than  19  misses’  coats  and  suits 
or  dresses  and  sportswear — 

“And  so  on  and  so  on — when  so  many 
things  are  just  lent  to  lookers  rather  than 
sold  to  customers — 

"Then  it’s  time,  as  the  captain  said  as  the 
troops  were  marching  over  the  precipice,  to 
call  a  halt.” 

These  figures  are  interesting.  They  should  set 
merchants  thinking.  Let  us  carry  out  Amos  Parrish’s 
suggestion  and  resolve  now  “to  call  a  halt”  to  the 
returned  goods  problem. 

Retail  Price  Declines  Exceed  Wholesale 
Price  Reductions 

Retailers  throughout  the  country  were  startled  by 
the  statement  of  the  National  Association  of  Manu¬ 
facturers  to  the  effect  that  a  more  equitable  reduction 
■  of  prices  to  consumers,  in  proportion  to  tbe  drop  in 
wholesale  prices,  be  made.  Because  of  the  drastic 
reductions  in  retail  prices  which  took  place  in  1930, 
and  which  have  continued  to  a  marked  degree  during 
the  first  five  months  of  the  current  year,  merchants 
have  felt  that  there  could  he  no  question  in  the 
minds  of  manufacturers  as  to  the  trend  and  extent 
of  retail  price  changes.  In  most  lines  of  goods  retail 
price  reductions  are  obvious. 

The  statement,  coming  from  the  National  Associa¬ 
tion  of  Manufacturers,  that  retail  prices  have  not 
been  reduced  approximately  as  much  as  wholesale 
prices,  is  contradictory  to  the  findings  of  a  survey 
conducted  by  your  Association.  We  collected  sta¬ 
tistics  showing  that,  on  800  representative  items  of 
merchandise,  retail  prices  dropped  20.46  per  cent 
in  1930  as  against  a  drop  in  wholesale  or  cost 
prices  on  the  same  items  of  16.41  per  cent  for  the 
same  period. 

It  should  be  carefully  noted  that  wholesale  prices, 
based  on  the  United  States  Bureau  of  Labor  Whole¬ 
sale  Commodity  Index,  have  shown  a  smaller  decrease 
since  January  1st  than  retail  prices,  according  to  the 


Fairchild  Retail  Price  Index.  The  Bureau  of  Labor 
Wholesale  Commodity  Index  in  January  was  93.4; 
90.8  on  March  1.5th  and  89.7  on  April  IStli.  It  should 
be  pointed  out  that  this  Wholesale  Commodity  In¬ 
dex  Figure,  like  all  other  wholesale  commodity  index 
numbers,  includes  raw  materials,  semi-finished  and 
finished  proilucts,  and  does  not  represent  the  cost 
price  of  merchandise  to  the  retailer.  Despite  the  fact 
that  the  drop  in  raw  material  prices  has  been  greater 
than  that  in  finished  products,  yet  this  so-called  com¬ 
posite  wholesale  price  index  figure  has  declined, 
during  the  first  four  months  of  this  year,  less  than 
the  composite  retail  price  index  number. 

Other  figures  which  are  very  often  wrongfully  used 
in  discussing  retail  prices,  are  those  indicating  living 
costs.  It  is  generally  believed  that  figures  on  the  cost 
of  living  include  only  retail  prices  of  goods  purchased 
in  our  stores  to  supply  our  daily  needs.  This  is  not 
so.  These  figures  include  not  only  the  prices  of  mer¬ 
chandise,  but  also  such  items  of  living  costs  as  rent, 
light,  fuel,  etc.,  and  it  should  be  remembered  that 
rent  alone  usually  amounts  to  20  per  cent  of  the 
family  budget.  In  making  use  of  statistics  of  this 
nature,  the  factors  which  they  include  should  be 
clearly  stated,  otherwise,  they  become  the  subject  of 
misinterpretation. 

Although  the  greatest  decrease  in  retail  prices 
took  place  during  the  latter  part  of  1930.  the  Fair- 
child  Retail  Price  Index  shows  that  the  trend  for 
the  first  four  months  of  1931  continues  downward. 
This  index  number  was  compiled  from  figures  re¬ 
ceived  from  30  outstanding  retail  organizations,  in¬ 
cluding  department  stores,  mail-order  houses  and 
chain  organizations,  located  in  important  retail 
centers  throughout  the  United  States.  The  Index 
consists  of  105  individual  items  of  merchandise 
which  generally  are  carried  in  our  retail  stores. 
Taking  prices  of  January  1931  as  the  100  base,  the 
composite  retail  price  index  figures  for  May  Ist, 
according  to  the  Fairchild  Price  Index,  was  93.8. 

It  must  be  remembered  that  these  price  declines 
during  the  first  four  months  of  1931  on  important 
lines  of  merchandise  sold  in  department  stores  of 
the  country,  are  a  continuance  of  the  more  drastic 
reductions  of  retail  prices  which  occurred  in  1930. 

There  is  little  doubt  that  whatever  basis  exists  for 
criticism  of  retail  price  trends,  is  due  solely  to  the 
maintenance  of  prices  of  nationally  advertised  and 
trade  marked  goods,  the  prices  of  which  are  fixed  by 
the  manufacturers  themselves.  Of  course,  there  are 
some  exceptions.  There  are  instances  where  manu¬ 
facturers  have  improved  the  quality  or  workmanship 
of  their  products,  but  have  maintained  the  adver¬ 
tised  prices  to  consumers.  On  the  other  hand,  there 
are  cases  where,  although  the  prices  of  branded 
goods  have  been  decreased,  the  size  of  the  package  or 
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container  has  been  made  smaller,  and  hence  a  lair 
price  reduction  has  not  been  passed  on  to  the  buying 
public. 

At  the  close  of  1930  we  asked  representative 
uiembers  of  our  Association  to  submit  a  list  of  such 
trade  marked  articles  carried  in  stock,  on  which  the 
manufacturers  had  neither  reduced  the  wholesale 
price  nor  the  resale  price  to  the  consumer.  The 
response  received  revealed  that  this  was  true  in  a 
large  number  and  variety  of  products.  Maintained 
prices  were  reported  on  trade  marked  articles,  such 
as  wearing  apparel,  home  furnishings,  drugs,  toilet 
articles,  infants'  wear,  electrical  appliances,  toys, 
watches,  fountain  pens,  clocks,  silverware,  vacuum 
cleaners,  w'ashing  machines,  bedding,  men’s  furnish¬ 
ings,  corsets,  luggage,  soap,  soap  powders,  cameras, 
optical  goods,  tobacco  products,  sporting  goods,  and 
last  but  not  least  food  products. 

In  view  of  these  facts  retailers  feel  that  manu¬ 
facturers  of  nationally  advertised  goods  have  not  yet 
done  their  part  in  passing  on  lowerctl  retail  prices 
to  the  American  Public.  Just  as  soon  as  these  manu¬ 
facturers,  who  reserve  unto  themselves  the  privilege 
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of  setting  retail  prices,  realize  their  responsibility 
to  the  public  in  this  period  of  price  adjustment,  and 
drop  their  retail  prices  in  proportion  to  the  decline 
in  prices  of  raw  materials  and  declines  which  have 
generally  taken  place  in  unbranded  lines  of  mer¬ 
chandise,  then  will  the  primary  cause  of  criticism 
of  current  retail  prices  be  removed. 

The  Vietvs  of  a  Retail  Druggist  on  Price 
Fixing 

Our  attention  has  been  called  to  a  lengthy  letter, 
written  by  a  retail  druggist,  appearing  in  the  April 
issue  of  ‘‘The  Northwestern  Druggist.” 

It  is  a  well  known  fact  that  retail  and  wholesale 
druggists  have  long  been  supporters  of  price  fixing 
legislation.  Strangely,  they  believed  such  legislation 
would  solve  their  business  problems.  This  courage¬ 
ous  member  of  their  craft,  however,  has  spoken  his 
thoughts  on  the  subject  fearlessly  and  frankly,  and 
starts  his  letter  off  with  a  dare  to  the  Editor  to  print 
it  in  the  above-mentioned  trade  journal.  The  good 
Editor  evidently  accepted  his  challenge  for  the  letter 
appeared  in  its  entirety.  We  are  of  the  opinion  that 
the  views  of  this  independent  retail  druggist  are 
worthy  of  consideration  by  the  members  of  our 
Craft.  Hence  we  take  the  liberty  to  quote  freely 
excerpts  from  this  excellent  letter. 

“Perhaps,  you  won't  dare  to  print  this, 
but  I’m  going  to  put  it  on  paper  just  to  get 
it  off  my  mind. 

“How  many  druggists  have  ever  read  the 
Capper-Kelly  Bill  carefully  and  analytical¬ 
ly?  How  many  know  what  the  present  Bill 


would  have  proviileil,  had  it  been  passed? 

“Not  many,  in  my  opinion.  Otherwise, 
the  enthusiasm  would  not  run  so  high.  *  *  * 

“  ‘If'e  want  a  law  to  stop  price-cutting — 
to  curtail  the  chains',  is  their  stock  phrase. 
Yet  they  endeavor  to  bring  about  the  pas¬ 
sage  of  a  bill  which,  by  its  very  nature, 
cannot  accomplish  the  feat,  and  which  will, 
if  passed,  serve  but  to  increase  the  com¬ 
plexity  and  confusion  now  rampant  in 
present-day  buying,  selling  and  manufactur¬ 
ing. 

“It  is  not  that  I  have  any  objection  to 
legislation  that  will  aid  the  small  inde¬ 
pendent  merchant.  When  such  legislation 
appears,  1  shall  be  glad  to  support  it.  1 
cannot  believe,  though,  that  a  law  that  mere¬ 
ly  permits  a  contract  to  be  made  between  a 
manufacturer  and  a  retailer,  and  which 
then  removes  all  the  teeth  that  such  a  con¬ 
tract  might  contain,  will  bring  anything  but 
grief,  confusion  and  disillusionment.  *  *  * 

“No  amount  of  legislation  can  inject  busi¬ 
ness  sense  into  an  individual  brain.  If  a 
man  enters  the  drug  business  with  a  lack  of 
balance  and  judgment,  he  will  accumulate 
these  requisites  only  through  training,  ob¬ 
servation  or  the  hard-boiled  school  of  ex¬ 
perience.  If  he  is  not  too  bull-headed,  he 
may  be  influenced  by  a  brother  druggist 
or  by  educational  work  carried  on  within 
the  association  to  which  he  belongs.  Of 
course,  I  can’t  say  ’through  mutual  agree¬ 
ment’  nevertheless,  there  is  such  a  thing  as 
‘mutual  understanding.’ 

“As  an  independent  retail  ilruggist,  and 
as  a  free  citizen,  I  may  buy  what  I  wish 
from  whom  I  wish,  and  sell  the  commodity 
or  not,  as  I  see  fit.  If  I  believe  the  practices 
of  a  manufacturer  are  not  to  my  best  inter¬ 
ests,  or  if  I  do  not  consider  his  profit  margin 
sufficient  for  my  business  welfare,  1  do  not 
have  to  buy  from  him.  If  he  sells  to  my 
competitor,  and  my  competitor  sees  fit  to 
cut  the  price  of  the  commodity  to  a  point 
where  I  have  to  sell  it  at  a  loss  or  not  at 
alt — I  do  not  have  to  sell  it.  That  is,  if  I 
have  the  courage  to  refuse,  and  the  energy 
to  sell  something  that  is  of  value  to  the  con¬ 
sumer  and  which  yields  a  profit.  I  have 
served  my  cominnnity  long  enough  and  sin¬ 
cerely  enough  so  that  most  of  my  customers 
will  listen  to  me  if  I  see  fit  to  refuse  to  sell 
a  highly  advertised  product — regardless  of 
‘accept-no-substitute’  campaigns. 

“If  other  druggists  see  fit  to  do  likewise, 
the  price-cutter  will  do  little  harm.  He  will 
soon  lose  interest,  for  he  will  have  to  take 
all  the  loss  himself.  The  manufacturer,  too, 
will  soon  take  notice  if  his  volume  drops 
off,  and  he  may  exercise  his  legal  preroga¬ 
tive  of  refusing  to  sell  to  the  cutter  who  has 
injured  the  manufacturer’s  business  by 
creating  ill-will  and  resistance  in  the  local¬ 
ity- 
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“Let’s  take  a  look  at  this  ‘fair  Price  Bill.’ 
’Jl'hat  does  it  do,  anyway? 

“First  it  states: — 

“  ‘That  no  contract  relating  to  the 
sale  of  a  coinino<lity  which  hears 
....  the  trademark,  brand,  or 
trade-name  of  the  pro»lucer  of  such 
commodity,  ami  which  is  in  fair 
and  open  competition  with  com¬ 
modities  in  the  same  general  class 
|)roduced  hy  others,  shall  he  deem¬ 
ed  unlawful  ....  hy  reason  of 
any  agreement  contained  in  such 
contract  .  .  .  .  ’  Then  it  excepts 
‘such  necessities  of  life  as  meat  and 
meat  products,  flour  and  flour  proil- 
ilucts,  agricultural  implements,  tools 
of  trade,  canned  fruits  and  vege¬ 
tables,  all  clothing,  shoes  and  hats.’ 

“Perhaps  these  exceptions  do  not  concern 
the  druggist;  they  do  concern  other  inde- 
pen«lent  retail  merchants — and  these  other 
retailers  are  our  customers,  too.  We  must 
give  some  thought  to  their  welfare. 

“  ‘That  the  vendee  will  not  resell 
j  such  commodity  except  at  the  price 
stipulated  by  the  vendor  .... 
which  price  shall  have  been  printed 
in  plain  figures  on  original  label  or 
•  other  identifying  device  on  said 
commodity  .  .  .  .’ 

“In  other  words,  a  contract  agreement 
is  permissible — if  the  commodity  is  in  com¬ 
petition  with  other  similar  commodities 
manufactured  by  someone  else.  In  the  case 
of  a  manufacturing  monopoly,  however 
....  protection  vanishes.  It  is  also  equally 
ineffective  if  the  suggested  selling  price  is 
not  printed  on  the  label. 

“Why  is  a  law,  or  a  contract  of  this  kind 
necessary?  Under  the  present  laws,  manu¬ 
facturers  may  request  distributors  to  sell 
their  products  at  not  less  than  a  stated  price, 
and  they  may  refuse  to  sell  to  any  distribu¬ 
tor  whose  practices  they  consider  detri¬ 
mental  to  their  business.  The  large  automo¬ 
bile  manufacturers  maintain  an  iron-clad 
price  schedule — not  by  contract,  perhaps, 
but  by  immediately  removing  any  agency 
franchise  for  infraction  of  any  of  their  many 
rules. 

“Admitting,  for  the  sake  of  argument,  that 
the  right  to  contract  may  be  necessary  or  de¬ 
sirable,  the  remainder  of  the  law,  as  passed 
by  the  House,  effectively  pulls  the  teeth  of 
the  previous  clauses.  As  it  now  stands,  the 
Capper-Kelly  Bill  will  be  about  as  effect¬ 
ive  for  maintenance  of  prices  as  last  year's 
straw  hat  is  for  carrying  water. 

“  ‘During  the  life  of  the  agree¬ 
ment  all  purchasers  ....  shall  be 
granted  equal  terms  as  to  purchase 
and  resale  prices;’ 


“Just  as  we  are  now — so  mueh  for  a 
dozen;  so  much  le'ss  for  a  carload. 

“In  other  words,  this  section  of  the  Bill 
rontinups  thp  tremendous  mlvnntage  tvhich 
the  chains  now  have  over  the  small  inde¬ 
pendent  merchant  in  receiving  special  dis¬ 
counts  and  concessions  for  quantity  buying. 

“  ‘That  the  vendee  may  resell  at  a 
price  helow'  the  stipulated  resale 
price  which  yields  not  less  than  20 
per  centum  over  the  actual  bona 
fide  price  paid  hy  him;’ 

“Stated  differently',  the  bill  definitely  sanc¬ 
tions  price-cutting.  Cuts  to  twenty  per  cent 
above  the  cost  price  means  a  cut  to  helow 
the  average  drug  store  overheail.  Not  only 
that,  hut  by  virtue  of  the  fact  that  the  pre¬ 
ceding  paragraph  permits  ‘terms’  for  quan¬ 
tity  purchases,  thus  permitting  the  large 
buyer  to  keep  his  costs  lotver,  he  will  be 
permitted,  under  this  paragraph  to  continue 
to  sell  merchandise  below  the  cost  to  the 
small  merchant.  *  *  «  * 

“There  are  other  bright  spots,  too. 

“  'Such  commodity  may  be  resold 
without  reference  to  such  agree¬ 
ment — 

“‘(1)  In  closing  out  the  owner's 
stock  for  the  purpose  of  discontinu¬ 
ing  dealing  in  such  commodity 
toward  the  end  of  the  season,  of 
a  surplus  stock  of  goods  specially' 
adapted  to  that  season: 

“■(2)  With  notice  to  the  public, 
that  such  commodity  is  damaged  or 
deteriorated  in  quality,  if  such  is 
the  case; 

“‘(3)  By  a  receiver,  trustee,  or 
other  officer  acting  under  the  orders 
of  any  court  or  any  assignee  for 
the  benefit  of  creditors: 

“  ‘(4)  When  it  is  necessary  to  the 
conduct  of  the  business  of  the 
owner  either  because  of  excessive 
inventory  or  because  of  insufficient 
funds  or  credit: 
or 

“‘(5)  If  after  the  vendee  gives 
notice  to  the  vendor  containing 
a  statement  of  the  quantity  and 
condition  of  the  commodity  and  the 
cost  price  thereof,  less  transporta¬ 
tion  charges  paid  by  the  vendee,  if 
any,  thereon,  the  vendor  fails  with¬ 
in  ten  days  to  repurchase  such  com¬ 
modity  at  the  cost  price  less  such 
transportation  charges,  if  any, 
and  less  a  reasonable  adjustment 
for  deterioration  in  quality,  if 
if  any  .  .  .  .  ’ 

“These  clauses  nullify  the  entire  Act. 

“Note  particularly,  paragraphs  1,  3  and 
4.  I  visited  the  Twin  Cities  last  summer. 
While  there,  I  noticed  a  ‘Bankrupt  Stock 
for  sale  prices  slashed— owner  forced  out 
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of  business'  sign  over  an  establishment  near 
my  hotel.  When  I  was  again  in  the  cities, 
seven  months  later,  a  similar  sign,  perhaps 
worded  a  bit  differently,  was  emblazoned 
over  the  same  store-front. 

“There  are  too  many  ‘ifs’  in  the  Bill. 
Paragraph  2  may  be  easily  gotten  around 
by  slight  defacement  of  a  package;  Number 
5,  by  a  manufacturer’s  indifference,  either 
by  surreptitious  agreement,  oversight,  or 
dispute  as  to  terms. 

“Section  3  states  that 

“  ‘Nothing  contained  in  this  Act 
shall  be  construed  as  legalizing  any 
contract  or  agreement  between  pro¬ 
ducers  or  between  wholesalers  or 
between  retailers  as  to  sale  or  resale 
prices.’ 

“  ^Nullification  again.' 

“What,  if  anything,  can  be  gained  by 
such  a  complexity  of  self-contradictory 
legislation?  It  can  only  further  befog  the 
business  horizon,  make  way  for  a  lot  of 
rash  promises,  smoke  screens  and  general 
confusion.  Fair-minded  manufacturers 
will  continue  to  endeavor  to  provide  fair 
profit  margins;  others  will  continue  to  sanc¬ 
tion  the  ‘squeezing’  process.  Retailers  will 
be  temporarily  lulled  by  a  false  feeling  of 
security  after  its  passage — if  it  is  passed — 
and  wake  up  sometime  later  to  realize  that 
competition  is  sailing  past  them  because  of 
a  let-down  in  their  vigilance.  Upon  investi¬ 
gation,  they  will  find  themselves  back  just 
where  they  started  from — with  valuable 
time  lost. 

“If  legislation  can  be  constructed  that 
tcill  help  the  price-cutting  situation,  1  will 
be  glad  to  support  it.  What  it  may  be,  I 
cannot  say. 

“It  hasn’t  been  revealed  as  yet. 

“In  the  meantime,  let’s  do  what  we  can 
to  check  the  evil  at  its  source.  Let’s  en¬ 
deavor  to  educate  the  public — and  even  our¬ 
selves — away  from  the  cut-price  lure.  Let’s 
also  be  honest,  among  ourselves,  and  admit 
that  cut  prices  are  not  entirely  to  blame  for 
lack  of  profits  in  many  of  our  stores. 

“Without  a  doubt,  most  of  us  could  find 
out  a  lot  about  our  profit  losses  by  turning 
the  light  on  the  wastes  going  on  in  our 
‘back  rooms.’  ” 

This  analysis  of  the  Kelly  Price  Fixing  Bill  is  in¬ 
teresting.  No  doubt  it  stimulated  considerable  think¬ 
ing  on  the  part  of  retail  druggists  who  are  readers 
of  the  trade  paper  in  which  it  appeared. 

We  hope  the  quoting  of  this  lengthy  quotation 
from  it  in  our  editorial  columns  will  provoke  thought 
and  action  among  our  own  members.  These  views 
are,  indeed,  interesting,  coming  from  a  member  of 
another  great  retail  craft. 


California  Enacts  a  Price  Fixing  Bill 

The  State  of  California  has  recently  enacted  a  bill 
legalizing  price  agreements  between  manufacturers 
and  retailers  doing  business  in  that  State.  This  Bill 
is  known  to  the  trade  as  a  “Junior  Capper-Kelly 
Bill.” 

It  is  difficult  to  understand  what  manner  of  reason¬ 
ing  was  resorted  to  by  the  California  Legislators  in 
passing  this  Act.  Congress  saw  the  danger  of  price 
fixing  legislation  when  the  House  so  amended  the 
Bill  as  to  exclude  from  its  scope  the  necessities  of 
life,  because  it  was  fearful  that  such  legislation 
would  maintain  and  raise  prices  of  goods.  The 
Senate  refused  to  have  anything  to  do  with  this 
legislative  measure,  and,  as  you  know,  the  Bill  died 
with  the  adjournment  of  the  last  Congress.  Yet, 
despite  this  action  by  the  Congress  of  the  United 
States,  the  Legislators  of  California  have  placed 
another  law  on  the  statute  books  of  that  State,  which 
in  all  probability  will  not  be  lived  up  to. 

It  is  to  be  presumed  that  the  California  statute 
will  not  apply  to  goods  in  interstate  commerce.  Its 
provisions  will  legalize  price  contracts  existing  solely 
between  manufacturers  and  retailers  doing  business 
within  the  State. 

We  venture  to  predict  that  California  manufactur¬ 
ers  will  not  invoke  this  measure.  Progressive  Califor¬ 
nia  retailers  rather  than  be  restrained  by  legalized 
price  agreements  which  will  hamper  their  freedom 
of  operation,  will  purchase  goods  from  producers 
without  the  State.  Where  are  the  California  manufac¬ 
turers  going  to  benefit  by  this  legislation? 

Frankly,  we  feel  that  California  has  entered  into 
another  “legislative  experiment.”  It  has  placed  a 
law  on  its  statute  books  which  will  prove  to  be  un¬ 
workable  and  which  shortly  will  be  disowned  by 
those  who  advocated  it. 

More  About  Sales  Taxes 

Wherever  business  men  are  gathered,  in  conven¬ 
tions  or  meetings,  the  subject  of  taxation  is  being 
discussed. 

At  the  Annual  Meeting  of  the  Chamber  of  Com¬ 
merce  of  the  United  States,  as  reported  in  last 
month’s  issue  of  The  Bulletin,  a  Resolution  was 
adopted  condemning  the  enactment  of  state  retail 
sales  tax  bills.  At  that  same  gathering  B.  Earl  Puck¬ 
ett,  newly  elected  President  of  Frederick  Loeser  & 
Company,  Inc.,  delivered  a  masterful  address  on 
Retail  Sales  Taxes,  stressing  throughout  his  talk  the 
merchant’s  point  of  view. 

We  are  printing  Mr.  Puckett’s  speech  in  this  issue 
of  The  Bulletin,  and  we  hope  that  every  member 
will  read  it  carefully. 
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Mr.  Puckett  is  a  keen  student  of  taxation  prob¬ 
lems,  and  made  an  excellent  case  before  tbe  New 
York  State  Commission  for  the  Revision  of  Taxes  at 
the  time  when  a  retail  sales  tax  bill  was  being  urged 
in  this  state. 

The  following  are  significant  excerpts  from  Mr. 
Puckett’s  address: — 

“Taxing  the  market  basket  of  the  masses 
to  secure  funds  for  the  protection  and  de¬ 
velopment  of  wealth,  would  be  a  grave  in¬ 
justice  and  quite  un-American  in  spirit. 

“A  sales  tax  is,  in  effect,  a  wage  reduction, 
because  it  reduces  the  buying  power  of  the 
pay  envelope.  American  business  has  not 
been  built  on  such  reactionary  policies  and 
principles.” 

Read  the  speech  in  its  entirety.  It  is  full  of  other 

interesting  facts  with  which  you  should  be  familiar. 

«  «  «  *  « 

WE  QUOTE  CALVIN  COOLIDGE 

Ex-President  Coolidge  has  gained  a  reputation  of 
saying  little  but  thinking  soundly.  In  the  May  29th 
issue  of  the  New  York  Herald-Tribune,  the  follow¬ 
ing  sentence  comes  from  his  pen: — 

“It  will  be  cheaper  for  the  people  of 
small  incomes  to  pay  one  direct  tax  to  the 
Government  than  many  indirect  taxes  on 
what  they  consume.” 

It  seems  to  us  that  Calvin  Coolidge  in  this  one 
sentence  has  expressed  his  position  in  regard  to  sales 
taxes. 

Sales  Tax  Developments  By  States 

OHIO 

A  general  retail  sales  tax  bill  has  been  introduced 
in  both  houses  of  the  Ohio  Legislature.  This  BiU, 
which  is  the  result  of  several  months  work  on  the 
part  of  the  Joint  Taxation  Committee  of  the  Ohio 
General  Assembly,  is  one  of  the  most  drastic  sales 
tax  bills  which  has  thus  far  been  considered. 

It  provides  that  every  seller  of  goods  at  retail  who 
has  an  established  place  of  business  must  secure  a 
license  to  operate,  at  a  fee  of  SIO  annually.  The 
gross  sales  of  all  such  retailers  are  taxed  at  the  rate 
of  1  per  cent,  excepting  in  instances  where  the 
monthly  sales  do  not  amount  to  $100. 

The  biU  provides  a  penalty  of  10  per  cent  if  the  tax 
is  not  paid  promptly  when  due,  and  an  additional 
penalty  of  2  per  cent  when  the  tax  is  one  month 
overdue.  It  further  provides,  hy  the  bill’s  injunction 
proceedings,  that  a  store  may  be  closed  for  non¬ 
payment  of  taxes  and  an  application  for  the  appoint¬ 
ment  of  a  receiver  made.  The  bill  also  permits  any¬ 
one  interested  in  taxation  matters  to  examine  the 
books  of  any  retailer  within  the  State  of  Ohio,  in 
order  to  check  up  on  the  tax  payments  of  a  merchant. 

We  predict  that  a  bill  with  such  drastic  provis¬ 


ions  as  those  outlined  .above,  will  fail  of  enactment. 

It  is  indeed  fortunate  that  the  Ohio  merchants  have 
a  strong  state  organization,  under  the  able  leadership 
of  George  V.  Sheridan.  What  Mr.  Sheridan  and  his 
colleagues  have  done  in  helping  merchants  in  other 
states  to  defeat  sales  tax  measures,  we  helieve  he  can 
do  in  his  own  State. 

NORTH  CAROLINA 

Following  the  defeat  of  the  general  sales  tax  bill 
in  tbe  North  Carolina  Legislature,  which  was  re¬ 
ported  in  last  month’s  issue  of  The  Bulletin,  this 
Body  defeated  all  attempts  to  impose  a  retail  sales 
tax  on  cigarettes  and  other  so-called  luxuries,  just 
prior  to  its  adjournment  on  May  26th. 

No  doubt  the  attitude  of  Governor  Gardner  of 
North  Carolina  in  opposition  to  sales  tax  legislation, 
has  had  its  influence  with  the  State  Legislators. 

FLORIDA 

The  Florida  State  Senate  killed  without  a  record 
vote  the  efforts  to  turn  the  proposed  tax  on  utilities 
corporations  into  a  general  sales  tax  in  that  State. 
This  is  in  keeping  with  the  action  of  the  House  of 
the  Florida  Legislature,  and  it  looks  now  as  though 
Florida  will  not  have  a  gross  sales  tax  law  at  this 
time. 

ALABAMA 

The  Allen  gross  sales  tax  bill  pending  before  the 
Alabama  State  Legislature,  provides  for  a  tax  on 
retail  sales  of  every  store  in  excess  of  $50,000  a  year, 
with  a  graduated  scale  beginning  with  1/20  of  1  per 
cent,  and  increasing  with  each  additional  $100,000. 
This  hill  is  meeting  with  strong  opposition  from  the 
retailers  of  Alabama.  It  should  be  defeated. 

Let  Us  Learn  the  Facts  About  Consolidated 
and  Cooperative  Deliveries 

More  and  more  merchants  in  various  cities  are  be¬ 
coming  interested  in  consolidated  and  cooperative 
delivery  methods.  Wherever  these  systems  of  de¬ 
livery  of  merchandise  have  been  tried  out,  substan¬ 
tial  savings  to  stores  have  heen  reported. 

The  old  idea  that  the  stores  own  delivery  vehicles 
served  as  a  medium  of  advertising  seems  to  be  pass¬ 
ing.  This  is  perhaps  due  in  part  to  the  fact  that  so 
large  a  number  of  our  people  living  in  cities  are 
apartment  house  dwellers  and  rarely  ever  see  the 
vehicle  which  delivers  their  merchandise. 

The  time  has  come,  however,  when  merchants 
should  know'  the  truth  about  consolidated  and  co¬ 
operative  delivery  methods.  They  want  to  know  the 
costs  and  savings;  the  advantages  and  limitations  of 
these  systems. 

President  Kelly  has  interested  the  Department  of 
Commerce  of  our  Government  in  undertaking  a  sur- 
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vey,  in  order  to  ascertain  these  facts  for  retailers. 
Alreiidy  conferences  have  been  held  between  repre- 
gentatives  of  your  Association  and  the  Department 
of  Commerce,  for  a  discussion  of  this  problepi  and 
the  study  which  is  to  be  made. 

Tlie  Department  of  Commerce  is  interested.  It, 
too.  is  anxious  to  learn  to  what  extent  distribution 
costs  can  be  reduced  through  changing  our  present 
method  of  delivering  goods  to  the  homes  of  our 
customers. 

A  Committee  of  your  Association  will  serve  in  an 
advisory  capacity  in  carrying  on  this  study.  The  sur¬ 
vey  will  be  conducted  in  different  cities  throughout 
the  country — cities  which  vary  in  population  and  in 
topography  of  their  trading  areas. 

We  are  confident  that  when  this  work  is  completed, 
gome  interesting  and  valuable  information  will  be 
available  to  merchants. 

You  will  be  kept  informed  from  time  to  time  as 
to  the  progress  being  made  in  this  study.  We  need 
hardly  urge  you  to  cooperate  with  the  Department 
of  (.ommerce  in  supplying  its  representatives  with 
information  concerning  the  delivery  problem  in 
your  community,  if  and  when  you  are  called  upon 
to  do  so. 

The  Questionnaire  Problem 

Since  Vl  ar  days  we  have  been  living  in  an  era  of 
questionnaires.  Colleges,  universities,  commercial  re¬ 
search  organizations,  advertising  agencies,  teachers, 
professors,  students,  and  even  plain  Mr.  John  Doe 
have  acquired  the  questionnaire  habit. 

We  bave  often  wondered  what  becomes  of  all  the 
valuable  information  which  these  questionnaires  set 
out  to  collect.  Perhaps  the  answer  is,  it  is  not 
collected;  perhaps,  it  is  used  to  serve  a  selfish  in¬ 
terest  and  then  finds  it  way  into  the  files  or  archives 
of  some  office. 

Vi  e  have  no  complaint  to  make  about  intelligent, 
constructive  research.  In  fact,  we  are  for  it.  If  bus¬ 
iness  is  to  advance  and  progress,  we  must  have  de¬ 
pendable  facts. 

We  are  not  in  sympathy,  however,  with  the  large 
number  of  questionnaires  which  are  being  circulated 
haphazardly  and  without  any  well  defined  purpose 
in  view.  Many  represent  duplication  of  effort  and 
many  are  not  timely  and  have  little  practical  con¬ 
structive  value.  They  represent  expense  and  are  a 
source  of  irritation  to  the  average  business  man. 
Most  of  them  find  their  way  into  his  waste  basket. 
Unfortunately,  the  good  has  to  suffer  with  the  evil. 
Questionnaires  which  emanate  from  responsible 
agencies  receive  the  same  treatment  as  those  which 
are  rightfully  discarded. 


We  urge  our  members  to  use  their  own  good 
judgment  in  answering  questionaires.  If  you  are  in 
doubt,  whether  to  answer  or  not  to  answer,  write  to 
us  concerning  the  matter.  Better  still,'  send  us  a 
copy  of  the  questionnaire — we  shall  be  pleased  to 
advise  you. 

The  Association  is  in  a  position  to  follow  these 
many  research  projects  carefully.  Therefore,  we  feel 
we  are  able  to  guide  you  in  the  matter  of  answering 
questionnaires. 

We  are  at  your  service. 

Seven  Hundred  Twenty-tuo  Stores  Report 
on  Expenses  and  Profits 

The  eleventh  annual  report  on  expenses  and  pro¬ 
fits  of  department  stores  and  specialty  stores,  pre¬ 
pared  by  the  Bureau  of  Business  Research  of  Har¬ 
vard  University,  and  sponsored  and  financed  by  the 
National  Retail  Dry  Goods  Association,  is  nearly 
ready  for  distribution.  These  annual  surveys  are 
made  possible  through  an  appropriation  authorized 
by  your  Board  of  Directors.  One  copy  will  be  mail¬ 
ed  without  charge  to  each  member  of  the  National 
Association — additional  copies  may  be  purchased 
directly  from  the  headquarters  offices  of  the  Associ¬ 
ation  at  a  special  members'  price  of  $2.00. 

Seven  hundred  and  twenty-two  department  stores 
and  specialty  stores,  with  total  annual  sales  of  ap¬ 
proximately  $1,680,000,000  for  the  year  1930,  or 
roughly  one-fourth  of  the  total  department  store 
volume  of  our  country,  have  contributed  statistics 
to  this  report. 

Perhaps  no  annual  report  of  this  nature  which 
has  been  issued  in  the  past  contains  more  valuable 
information  than  the  current  one.  Its  many  tables 
of  statistics  are  classified  according  to  annual  volume 
of  sales.  Figures  will  be  found  on  gross  margin;  the 
various  items  of  operating  expense;  net  profit  or 
loss;  net  gain;  stock  turnover;  returns  and  aUow- 
ances;  mark-downs;  cash  discounts  received  on  pur¬ 
chases  of  merchandise;  alteration  and  workroom 
costs;  stock  shortages  and  shrinkages;  discounts 
allowed  employees  and  others,  etc.,  etc. 

For  the  department  store  and  specialty  store  execu¬ 
tives  it  represents  perhaps  one  of  the  most  valuable 
research  projects  available  today.  Every  executive 
in  your  organization  should  be  familiar  witb  this 
report.  Not  only  should  it  be  studied  carefully,  but 
a  copy  should  be  kept  available  at  all  times.  You 
will  find  it  a  valuable  work  for  reference  throughout 
the  year.  These  figures  are  as  necessary  to  you  in 
planning  your  operations  as  the  tables  and  charts  are 
to  the  navigator  in  plotting  his  course. 

Write  for  your  extra  copies  today.  » 
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The  Concurrent  Conventions  Exceeded 
Expectations 

The  1931  Concurrent  Conventions  of  the  Con¬ 
trollers’  Congress,  Store  Managers’  Division,  Retail 
Delivery  Association,  Traffic  and  Personnel  Groups, 
held  at  Washington,  D.  C.  last  month,  exceeded  our 
most  optimistic  expectations. 

Our  Conventions  have  always  heen  noted  for  the 
practical  value  of  their  programs  and  the  businesslike 
attitude  which  delegates  assume  in  participating  in 
their  sessions. 

The  Concurrent  Conventions  were  no  exception. 
Every  speaker  had  a  worthwhile  and  helpful  mes¬ 
sage.  Outstanding  members  of  our  Craft  told  how 
they  are  solving  the  many  vexing  problems  of  man¬ 
agement  and  control  during  this  period  of  1931. 

We  are  certain  that  those  who  were  fortunate 
enough  to  attend  these  sessions  in  Washington,  have 
returned  to  their  stores  with  a  fresh  point  of  view 
and  a  new  enthusiasm  for  tackling  the  problems 
which  lie  before  them.  They  could  not  help  but  do 
otherwise. 

Speaking  for  the  National  Association,  we  take  this 
opportunity  to  thank  those  Officers  and  Directors, 
speakers,  committee  members  and  staff  represent¬ 
atives  who  contributed  their  time  and  thought  to 
the  success  of  these  meetings. 

In  this  issue  of  The  Bulletin,  and  in  subsequent 
issues,  will  be  printed  many  of  the  leading  addresses 
of  these  meetings.  We  urge  you  to  read  them — they 
are  worthwhile. 

Merchandising  and  Sales  Promotion 
Executives  Meet 

As  has  been  the  custom  during  recent  years,  the 
Annual  Meetings  of  the  Merchandise  Managers,  and 
Sales  Promotion  Divisions  of  the  Association  will  be 
held  during  the  current  month. 

The  Merchandise  Managers  will  hold  a  one-day 
session  at  Briarcliff  Lodge  on  June  19th. 

The  Sales  Promotion  Division  will  meet  in  con¬ 
junction  with  the  Annual  Meeting  of  the  Advertis¬ 
ing  Federation  of  America  at  the  Hotel  Pennsylvania, 
New  York  City,  from  June  14th  to  18th. 

What  we  have  said  about  the  success  of  the  Con¬ 
current  Conventions  of  the  Association,  we  know  can 
truly  be  said  about  both  the  Merchandise  Managers 
and  Sales  Promotion  Meetings  when  they  are  over. 
Both  of  these  groups  have  prepared  unusually  con¬ 
structive  programs.  They  appear  elsewhere  in  this 
issue  of  The  Bulletin.  Their  speakers  need  no  in¬ 
troduction  to  the  members  of  our  Association.  They 
are  all  men  who  have  been  successful  in  the  field 
of  retailing. 


No  one  will  question  the  need  for  prudent  mer¬ 
chandising  and  sound  sales  promotion  today.  These 
two  important  phases  of  retailing  demand  the  Itest 
that  we  have  of  ability,  foresight  and  common  sense. 

The  subjects  appearing  on  both  of  these  programs 
are  of  such  timely  importance  that  they  insure  an 
excellent  attendance  of  store  executives. 

Please  remember  these  meetings  are  not  being 
held  concurrently.  The  Merchandise  Managers  will 
meet  at  Briarcliff  Lodge,  an  environ  of  New  York 
City,  on  June  19th.  The  Sales  Promotion  Division 
meets  at  Hotel  Pennsylvania,  New  York  City,  June 
14th  to  18th. 

Plan  now  to  attend  both  of  these  important  meet¬ 
ings. 


Is  the  Trade  Association  Justified? 

President  Hoover  says: — 

“Trade  associations,  like  many  other  good 
things,  may  be  abused  but  the  investigation 
of  the  Department  of  Commerce  shows  that 
such  abuses  have  become  rare  exceptions. 
Within  the  last  few  years  trade  associations 
have  rapidly  developed  into  legitimate  and 
constructive  fields  of  the  utmost  public  in¬ 
terest  and  have  marked  a  fundamental  step 
in  the  gradual  evolution  of  our  whole 
economic  life. 

“No  facts  have  come  to  my  attention 
which  would  cause  me  to  change  the 
opinions  expressed  at  that  time.  Rather 
every  development  of  industry  renders  trade 
associations  more  essential  to  sound  develop¬ 
ment  of  our  economic  system.” 

Message  to  American  Trade  Association 
Executives,  May  1,  1931. 

Calvin  Coolidge  says: — 

“Neither  the  state  nor  the  Federal  govern¬ 
ments  can  supply  the  information  and  wis¬ 
dom  necessary  to  direct  the  business  activ¬ 
ity  of  the  Nation.  About  all  that  can  wisely 
be  done  in  this  direction  is  provided  by 
trade  organizations.  Additions  to  the  system 
promise  most  if  they  are  voluntary  and  pro¬ 
vide  a  better  co-ordination  of  activities.” 

New  York  Herald  Tribune,  May  2.  1931 

Robert  P.  Lamont,  Secretary  of  Commerce  of  the 
United  States,  says: — 


“The  development  of  the  American  trade 
association  movement  has  been  and  will  con¬ 
tinue  to  be  a  very  significant  influence  in  the 
direction  of  greater  business  stability.” 


William  Butterworth,  President  of  the  Chamber 
of  Commerce  of  the  United  States  says: — 

“The  value  of  the  service  of  business  men’s 
organizations  during  this  period  can  scarely 
be  exaggerated.  They  played  a  major  role 
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Harry  A.  Wheeler,  Vice  Chairman,  First  National 
Bank  of  Chicago,  First  President.  Chamber  of  Com¬ 
merce  of  the  United  States;  says; — 

‘'The  trade  association  is  an  indispensable 
unit  for  American  business,  has  an  enor¬ 
mously  important  part  to  play  in  the  re¬ 
adjustments  that  are  just  ahead,  and  de¬ 
serves  the  moral  and  financial  support  of 
each  unit  of  business  that  could  come  under 
its  jurisdiction.” 

These  words  of  commendation  in  regard  to  the 
value  of  trade  associations  today,  coming  from  out¬ 
standing  leaders  in  government  and  business,  should 
be  a  source  of  satisfaction  to  all  those  interested  in 
the  trade  association  movement.  The  common  prob¬ 
lems  affecting  our  economic  system  will  never  be 
solved  satisfactorily  tbrougb  legislation  nor  through 
business  institutions  working  as  individuals.  They 
can  be  effectively  solved  only  through  cooperative 
action,  intelligently  directed  by  sound  thinking 
leaders  of  each  industry  and  craft. 

Trade  associations  have  proved  their  worth  during 
this  period  of  business  adjustment;  their  place  in 
the  economic  life  of  our  Nation  is  assured  for  the 
future. 


in  the  task  of  maintaining  a  gradual  slope 
of  decline,  without  those  precipitate  changes 
which  leave  a  trail  of  wreckage  and  waste. 
Thus,  1  say  that  the  organizations  created 
and  maintained  by  business  men,  by  reason 
of  the  stake  which  each  business  man  has 
in  the  common  weal,  have  never  more  fully 
measured  up  to  their  opportunities;  never 
more  fully  justified  their  existence.  Their 
record  must  convince  any  candid  mind  of 
the  soundness  of  the  principle  upon  which 
such  organizations  are  founded, — the  prin¬ 
ciples  of  voluntary  association  in  common 
interest  and  in  the  public  interest.” 

Excerpt  from  Keynote  Address  made  at 
U.  S.  Chamber  of  Commerce  Meeting, 
April  29,  1931 

Albert  H.  Morrill,  President,  Kroger  Grocery  and 
Baking  Company  of  Cincinnati,  says: — 

“If  a  friend  of  mine  has  one  dollar  and  1 
have  one  dollar,  and  we  swap  dollars,  when 
the  transaction  is  completed  we  each  have 
one  dollar.  If  this  same  friend  has  an  orig¬ 
inal  idea  and  I  have  still  another  idea  on  the 
same  subject  and  we  swap  ideas,  we  each 
have  two  ideas.  The  basic  service  that  the 
trade  association  renders  is  to  increase  the 
ideas  and  knowledge  which  each  of  us  have, 
thus  making  each  of  us  richer  than  we  were 
before. 

“Confidence,  exchange  of  ideas,  co-oper¬ 
ation,  basic  principles  which  should  govern 
conduct  of  any  business  and  every  industry, 
find  their  expression,  their  outlet,  and  their 
best  friend  in  the  trade  association.” 


President  Kelly  and  Delegates  to  the  Concurrent  Conventions  received  by 
President  Hoover  on  the  White  House  Lawn. 
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Controlling  Returns  from  Within  the  Store 

By  P.  A.  O’Connell,  President,  The  E.  T.  Slatten,'  Company,  Boston.  Mass, 
and  Vice-President  for  New  England,  National  Retail  Dry  Goods  Association 

Address  delivered  before  Joint  Session,  Controllers’  Congress  and  Store  Managers’ 

Diz'ision,  Concurrent  Conventions,  May  27,  1931 


The  true  basis  of  success  in  modern  retailing  is 
the  ability  to  supply  efficiently  the  consuming 
public  with  wanted  merchandise  that  is  right  in 
quality,  right  in  style,  at  the  right  time,  and  at  the 
lowest  possible  price.  Not  in  a  great  many  years  has 
the  consuming  public  been  as  price-conscious  as  at 
present.  With  much  unemployment  and  greatly  re¬ 
duced  incomes,  which  have  resulted  in  reduced  pur¬ 
chasing  power,  the  consumer  insists  on  lower  prices. 

Retail  distribution  is  not  so  simple  as  it  was  genera¬ 
tions  ago,  due  to  the  constantly  changing  mode  of 
living,  the  result  of  which  has  been  to  add  very  ma¬ 
terially  to  the  costs  of  doing  business. 

If  we  are  to  meet  the  consumer’s  demand  for  lower 
prices,  we  must  find  some  way  in  which  to  reduce  our 
expenses  and  to  eliminate  waste,  all  of  which  leads 
me  to  the  problem  iiixm  which  I  have  been  asked  to 
address  you  today :  namely,  the  constantly  increasing 
volume  of  retail  customers’  returns. 

Importance  of  Returns  Problem 

It  is  a  question  that  is  engaging  the  attention  of 
merchants  throughout  the  country  by  reason  of  the 
fact  that  it  is  costing  the  retailers  millions  of  dollars; 
and  very  little  relief,  if  any,  appears  to  be  in  sight. 
Many  merchants  apparently  feel  that  it  is  one  of  the 
things  that  cannot  be  helped,  not  knowing  or  realizing 
what  it  is  costing  to  resell  this  returned  merchandise. 
Some  thought  has  been  given  to  the  cost  of  the  return 
of  merchandise  but  little,  if  any,  has  been  given  to 
•the  cost  of  its  resale. 

On  page  50  of  the  report  on  “Operating  Results  of 
Department  and  Specialty  Stores  in  19^’’  prepared 
by  the  Harv'ard  Bureau  of  Business  Research,  we  see 
that  the  common  figure  for  returns  for  Department 
Stores  with  Net  Sales  of  from  $500,000  to  $1,999,000 
was  6.8  per  cent  of  the  net  sales,  and  for  Dejiartment 
Stores  with  Net  Sales  of  $2,000,000  or  more  10.5  per 
cent  of  net  sales.  On  a  gross  sales  basis  these  percent¬ 
ages  become  6.4  and  9.5  per  cent  respectively.  If  we 
take  the  results  of  the  larger  stores  alone  we  have  the 
following  very  much  larger  returns  figures: 

Net  Sales  Volume  %  of  Net  Sales  %  of  Gross  Sales 
$2,000,000— $3,999,000  S.5%  7.8% 

4,000,000—  9.999,000  10.6  9.6 

10,000,000 — or  more  14.0  12.3 

Obviously,  therefore,  if  we  assume  a  gross  sales  return 
figure  of  8  per  cent  for  all  stores  we  are  stating  the 
case  very  conservatively. 

The  Harvard  Bureau  also  estimates  the  total  annual 
net  sales  of  department  and  specialty  stores  at  seven 
billion  dollars.  On  a  return  basis  of  8  per  cent  of  gross 
sales,  the  gross  annual  volume  of  these  stores  becomes 
approximately  seven  billion  six  hundred  million  dol¬ 


lars.  In  other  words,  the  annual  volume  of  returns  of 
department  and  specialty  stores  on  a  conservative  basis 
is  alx)Ut  six  hundred  million  dollars.  To  sell  and  re¬ 
ceive  back  this  volume  of  merchandise  has  cost,  on 
1929  figures,  approximated  32  per  cent  or  $192,000,- 
000. 

What  does  it  cost  to  resell  this  merchandise  after  it 
has  been  returned?  Leaving  aside  the  question  of 
markdowns  caused  by  improper  packing,  style  depre¬ 
ciation.  etc.,  if  we  assume  that  it  costs  20  per  cent,  we 
are  again  on  a  very  conservative  basis.  If  you  will  go 
through  your  expenses  one  by  one  and  eliminate  the 
items  that  would  not  be  involved  in  reselling  this  re¬ 
turned  merchandise,  you  will  find  it  quite  a  task  to  get 
down  to  a  figure  as  low  as  20  ])er  cent. 

Suppose,  for  example,  that  we  eliminate  all  of  our 
buying  expense — our  buying  salaries,  our  buying  travel, 
our  receiving  and  marking  expense,  etc.  We  could  not 
eliminate  all  of  this;  but  let  us  be  ultra  conservative 
and  count  it  all  out.  This  amounts  to  4.3  per  cent  of 
the  total  of  32.8  per  cent  in  1929.  Suppose,  too.  that 
we  only  charge  the  returned  article  with  one-half  of 
its  share  of  fixed  charges,  on  the  theor\-  that  when  it 
was  originally  sold  it  stood  its  full  share  of  fixed 
charges.  In  1929  fixed  charges  amounted  to  7.9  per 
cent.  If  we  eliminate  one-half,  the  reduction  is  4.0 
per  cent.  With  all  this  elimination,  we  have  cut  our 
resale  expense  only  to  24.5  per  cent.  Hence  I  feel 
that  a  cost  of  reselling  figured  at  20  per  cent  is  not 
only  fair  but  very  conservative. 

On  this  basis,  then,  our  six  hundred  million  dollars 
of  returns  are  costing  us  $120,000,000  to  resell.  If 
we  could  cut  our  returns  figure  from  $600,000,000  to 
$300,000,000,  or  one-half  of  what  is  now  being  re¬ 
turned.  we  could  reduce  the  cost  of  distribution  by 
$60,000,000.  I  think  that  you  will  agree  with  me  that 
this  is  a  very  desirable  goal  for  us  to  strive  for. 

To  show  the  saving  in  another  way,  let  us  assume 
that  the  normal  operating  expense  figure  of  department 
and  specialty  stores  is  30  per  cent.  (This  too,  is  con¬ 
servative  in  view  of  the  Harvard  figures  32.8  per  cent.) 
On  the  basis  of  30  per  cent  of  net  sales  of  seven  billion 
dollars,  operating  expenses  would  be  $2,100.000,(XX). 
If  we  cut  this  figure  by  $60,000,000  our  expense  ])er- 
centage  would  be  29.1  per  cent  or  nearly^  1  per  cent 
less  than  our  present  expense. 

Responsibility  For  Returns 

There  have  been  various  estimates  made  as  to  where 
the  responsibility  for  returns  lies.  For  the  sake  of 
argument  let  us  say  that  50  per  cent  is  the  retailers’ 
fault  and  50  per  cent  the  fault  of  the  customers. 

What  are  we  going  to  do  about  it  ?  How  shall  we  go 
about  reducing  our  part  of  the  causes  which  lead  to 
returns  ? 
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l-'very  merchant  should  make  a  very  careful  analysis 
of  the  causes  contributing  to  his  returns,  in  order  that 
he  may  not  only  check  their  growth  but  actually  reduce 
thim. 

Mvery  article  of  merchandise  returned  should  come 
before  some  responsible  person,  in  order  to  determine 
the  real  reason  for  its  return  and  then  to  develop  ways 
and  means  to  correct  it. 

Much  merchandise  is  being  returned  without  any 
real  serious  thought  being  given  to  the  cause  of  its 
return.  A  serious  and  careful  study  of  all  returns,  I 
am  sure,  will  disclose  some  very  illuminating  informa¬ 
tion  and  suggest  a  remedy  that  will  result  in  a  reduc¬ 
tion  of  this  great  economic  waste. 

There  are  many  things  that  the  merchants  can  do  to 
cut  down  returns.  I  will  deal  with  wearing  apparel  for 
two  reasons.  First,  l)ecause  that  is  the  business  in 
which  I  have  been  engaged  for  many  years.  Second, 
because  our  greatest  returns  come  from  this  branch  of 
our  business.  What  ever  applies  to  api)arel  applies 
equally  well  to  other  commodities. 

Goo<l  Style  and  Quality  in  Merchandise 
Lower  Returns 

The  first  step  should  be  directed  to  the  buying  of  the 
merchandise.  Too  much  thought  is  given  to  price 
and  not  enough  to  style  and  quality.  Too  many  buyers 
buy  price,  terms  and  discount,  and  not  style  and  quality 
merchandise. 

Style  plays  a  most  important  part  in  the  buying  and 
retailing  of  ready-to-wear.  A  garment  well  styled,  both 
as  to  line  and  color,  stands  a  much  better  chance  of 
being  sold  and  remaining  sold  than  the  garment  that 
is  badly  styled  and  not  color  right.  Our  first  job  is 
the  selection  of  correctly  styled  merchandise. 

Color  plays  an  important  part  in  almost  every  depart¬ 
ment  of  our  business.  The  consuming  public  has  be¬ 
come  color-conscious  to  a  greater  extent  than  the  mer¬ 
chant  or  buyer  gives  it  credit  for.  I  made  an  interest¬ 
ing  analysis  of  the  color  situation  in  one  of  our  depart¬ 
ments  a  short  time  ago.  There  were  two  shades  of  blue 
that  had  l)een  accepted  as  the  correct  shades  for  the 
season.  What  did  1  find?  Instead  of  two  correct 
shades,  I  found  seven  diflferent  shades  of  blue,  the 
majority  of  which  were  not  the  correct  and  accepted 
shade.  Now  when  a  customer  is  sold  one  of  these 
unfashionable  shades,  there  is  a  fifty-fifty  chance  that 
she  will  return  it.  Be  sure  and  buy  the  correct  and 
fashion-right  shades,  have  them  in  complete  range  of 
sizes,  and  in  your  established  price  lines,  and  you  will 
thereby  increase  sales  and  reduce  returns. 

Therefore,  great  care  should  be  exercised  in  select¬ 
ing  merchandise  that  is  correct  in  fashion  and  up-to- 
date  in  every  respect. 

Next  to  fashion  comes  quality.  In  times  like  the 
present,  too  little  attention  is  given  to  quality.  Not 
how  gcod  but  how  cheap  seems  to  be  the  slogan  of  many 
buyers  today.  Much  merchandise  is  being  returned  be¬ 
cause  it  is  poor  in  quality.  The  fabric  is  cheap  and 
sleazy,  the  workmanship  is  poor,  badly  cut  and  ill- 
fitting. 

Many  garments  are  scantily  cut,  incorrectly  sized  and 
when  tried  on  at  home,  those  weaknesses  are  recognized 
and  the  garments  are  returned. 

These  returns  can  be  reduced  by  setting  up  standards 


of  style,  (juality,  fit  and  workmanship. 

All  merchandise  should  lie  examined  before  placing 
it  on  sale.  The  time  to  find  out  whether  or  not  it  is 
right  in  style,  quality  and  fit  is  before  the  merchandise 
is  marked  and  sent  to  the  department  to  be  sold. 

My  experience  has  been  that  the  consuming  public 
is  willing  to  jiay  a  little  more  for  merchandise  jicssess- 
ing  these  qualities. 

The  difference  in  cost  between  first-class  merchan¬ 
dise  and  second  class  merchandise  is  not  very  great. 
'The  first  builds  business,  creates  goodwill  and  prestige, 
while  the  second  creates  distrust  and  lack  of  confidence, 
resulting  in  loss  of  business  and  more  returns. 

Modern  methods  of  merchandise  call  for  complete 
and  well-balanced  stocks  of  merchandise,  right  in  style, 
right  in  quality,  at  the  right  time,  and  at  the  right 
price.  Please  note  that  I  place  price  last.  'That  does 
not  mean  that  price  is  not  important.  It  is  most  im- 
jiortant  and  never  more  so  than  at  present,  but  price 
without  the  other  requisites  will  not  sell  merchandise. 
If  in  some  cases  it  does,  the  merchandise  is  much  more 
likely  to  be  returned  than  if  it  carried  with  it  these 
other  qualities. 

Effects  of  Forced  Sales 

Incomplete  stocks  are  responsible  for  many  returns. 
The  salesiK-rson  in  his  or  her  anxiety  to  make  a  sale, 
if  she  has  not  the  right  size,  style,  or  color,  will  force 
uixin  the  customer  something  the  customer  should  not 
have  and  when  the  customer  gets  it  home  she  finds 
that  it  does  not  fit,  is  unbecoming,  or  jMiorly  made  and 
returns  it. 

Next  comes  the  (juestion  of  value.  Much  merchan¬ 
dise  is  returned  because  the  customer  finds  that  she  can 
buy  the  same  merchandise  elsewhere  at  a  less  price. 
So  back  comes  the  merchandise  for  credit. 

'fherefore,  your  merchandise  should  be  properly 
priced.  (Large  profits  have  passed  out  of  the  picture.) 

He  sure  that  your  merchandise  is  priced  at  the  lowest 
jiossible  price  for  quality  furnished.  If  it  is,  it  will 
tend  to  reduce  one  of  the  causes  for  returns. 

High  powered  advertising  is  more  or  less  resixinsible 
for  the  return  of  merchandise.  'Too  many  sales  of  un¬ 
desirable  merchandise,  tx)  many  job  lots,  too  many 
store  wide  sales,  too  many  salesmanagers’  sales,  too 
many  one  day’s  sales  and  too  many  other  sales  too 
numerous  to  mention. 

1  he  aftermath  of  most  of  these  sales  is  a  very  large 
amount  of  returns  and  a  heterogeneous  collection  of 
most  undesirable  merchandise  that  must  be  disposed 
of  in  some  way  or  other,  thereby  further  increasing 
the  amount  of  returns. 

'I'hese  are  some  of  the  merchandise  causes  that  lead 
to  returns. 

Next  we  have  the  service  causes  for  returns.  The 
wrong  handling  of  the  transaction,  wrong  address,  poor 
packing,  late  delivery,  order  filled  incorrectly,  broken 
promises,  and,  in  the  ready-to-wear  field,  poor  altera¬ 
tions.  Poor  alterations  are  responsible  for  many  re¬ 
turns.  Not  enough  constructive  attention  or  thought  is 
given  to  our  alteration  work-rooms. 

In  the  mad  race  for  volume,  many  stores,  in  order  to 
gain  an  advantage  over  their  competitors,  promise  the 
customers  everything.  Some  stores  advertise — take  it 
home  and  if  you  find  it  is  not  as  good  as  expected, 
return  it. 
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Other  merchants  advertise — take  it  home  and  com-  the  merchandise  she  wants  and  return  it  when  and  as 

pare  it  with  merchandise  from  other  stores  and  if  ours  she  pleases.  The  store  policy  is  to  blame  for  this, 

is  not  better — return  it,  thereby  encouraging  returns.  Returns  from  charge  customers  are  more  than  three 

I  know  of  one  store  that  a  few  years  ago  stated  in  times  those  of  cash  customers.  The  Department  of 
their  glove  advertisement — ^“We  guarantee  our  gloves  Commerce  Bulletin,  in  their  preliminary  report  on  Na- 
in  every  respect.  Any  glove  that  does  not  give  you  tional  Retail  Credit  Survey,  June  1928,  shows  that  the 

satisfaction  may  be  returned  and  a  new  pair  will  be  returns  from  164  stores  doing  a  cash  business  was  6.8 

given  in  exchange.  We  will  leave  it  to  your  sense  of  per  cent  while  the  returns  from  186  stores  doing  a 

fairness  as  to  whether  or  not  the  gloves  are  satis-  charge  business  was  21.1  per  cent. 


factory.” 

I  was  informed  that  one  customer  came  back  twelve 
times  and  each  time  received  a  new  pair  of  gloves  in 
exchange.  Other  merchants,  fearing  a  loss  of  trade  to 
their  competitors,  not  only  offered  the  same  privileges 
but  in  many  instances  offered  new  and  greater  ones. 

We  are  all  now  paying  the  penalty  in  increased  re¬ 
turns  and  increased  costs  of  doing  business. 

Proper  Selling  Methods  Essential 

Then  comes  the  question  of  high-powered  selling. 
The  merchandise  manager  and  the  buyer  insist  that 
each  day’s  sales  shall  teat  the  corresponding  day  of 
last  year,  so  great  pressure  is  brought  to  bear  upon  the 
salesperson.  She  is  given  a  quota  and  if  she  does  not 
make  it,  first  the  buyer  gets  after  her  and  then  the 
personnel  director  sends  for  her  and  wants  to  know 
why  she  is  not  selling  more. 

Then  what  happens?  If  the  stock  is  not  complete 
as  to  size,  material,  style  or  color,  she  sells  her  custo¬ 
mer  anything  she  can,  in  fact  forces  the  sale,  in  order 
to  make  a  book,  hoping  and  praying  that  the  customer 
will  keep  it.  She  will  many  times  say  to  a  customer, — 
“Take  it  home  and  if  you  find  that  it  is  not  just  what 
you  want,  you  may  return  it.”  Result — more  returns. 

Some  salespeople  have  many  more  returns  than 
others.  Those  are  generally  the  poor  or  indifferent 
salespeople.  My  investigations  have  shown  that  the 
test  salespeople  have  the  fewest  returns.  They  know 
their  business,  are  well-trained  and  well-paid.  They 
know  all  about  the  merchandise  they  are  selling.  They 
know  something  about  color  and  line.  They  know  what 
a  given  article  will  do  for  a  customer,  whether  or  not 
it  is  becoming  and  fits  as  it  should,  and  whether  or 
not  it  is  suitable  for  the  purpose  or  occasion  for  which 
it  is  intended.  She  takes  pains  with  her  customer  and 
will  not  sell  her  an  article  of  merchandise  unsuited  to 
her  needs.  This  is  where  the  work  of  the  training 
director  comes  in. 

In  stores  where  there  is  a  well  organized  and  well 
directed  training  department,  you  have  a  high  class  of 
salespeople  with  an  increase  in  sales  and  a  correspond¬ 
ing  reduction  in  returns. 

C.  O.  D.  is  another  avenue  through  which  merchan¬ 
dise  is  returned.  Many  customers,  in  order  to  api)ease 
an  over-insistent  salesperson,  will  say,  “Send  it 
C.  O.  D.”  without  any  intention  whatsoever  of  keeping 
it.  Check  up  on  your  C.  O.  D.  system.  You  will  find 
holes  there  that  should  be  plugged.  Insist  upon  a 
deposit  being  paid  on  a  C.  O.  D.  and  you  will  cut 
down  your  returns. 

The  charge  account  privilege  is  responsible  for  a 
very  large  per  cent  of  returns.  The  charge  customer 
seems  to  think  that  one  of  the  privileges  of  having  a 
charge  account  is  that  she  can  have  sent  to  her  all  of 
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Therefore,  we  must  direct  our  efforts  to  educating 
the  charge  customer  and  point  out  to  her  the  sinfulness 
and  waste  that  comes  from  the  abuse  of  her  charge 
privilege. 

Many  campaigns  have  teen  started,  but  like  other 
good  things,  they  died  from  lack  of  interest  and  co¬ 
operation  on  the  part  of  merchants. 

They  set  up  certain  rules  governing  the  return  of 
merchandise  only  to  break  them  when  the  first  custo¬ 
mer  complains — fearful  that  they  will  lose  her  patron¬ 
age.  If  the  merchants  will  make  reasonable  and  fair 
rules,  and  then  have  the  backbone  to  live  up  to  them, 
many  of  the  abuses  that  now  exist  will  be  eliminated. 

Let  us  get  together  and  do  it,  and  in  doing  so  we 
will  be  doing  a  real  public  service  that  will  tend  to 
lower  the  cost  of  doing  business,  thereby  permitting  us 
to  lower  our  prices  to  the  consuming  public. 

The  Boston  Plan 

Realizing  the  seriousness  of  this  situation,  the  mer¬ 
chants  of  Boston,  after  a  careful  study  of  the  problem, 
have  made  recommendations  to  solve  it.  Among  the 
important  recommendations  is  one  looking  to  the  ex¬ 
tension  of  accounts  of  unsatisfactory  customers.  The 
essence  of  the  plan  is  as  follows: 

The  Boston  merchants  who  are  members  of  the  Bos¬ 
ton  Retail  Trade  Board  are  also  owners  of  the  Mer¬ 
chants’  Credit  Bureau,  Inc.,  a  central  credit  agency 
where  all  the  data,  both  favorable  and  unfavorable,  with 
respect  to  the  privilege  and  buying  habits  of  charge 
customers  of  the  store  is  centralized. 

A  sp^ial  committee  was  appointed  to  work  out  the 
mechanics  of  a  plan  for  reporting  certain  names  to  the 
Merchants’  Credit  Bureau.  This  committee  voted  to 
recommend  that  returns  of  50  per  cent  of  either  the 
number  of  transactions  or  dollars,  providing  there  are 
no  extenuating  circumstances,  over  a  period  of  twelve 
consecutive  months  shall  be  considered  exorbitant.  It 
was  understood  that  there  might  be  exceptions  to  this, 
if  it  is  found  that  the  customer  is  returning  a  certain 
type  of  merchandise. 

It  was  agreed  to  recommend  that  the  Merchants’ 
Credit  Bureau,  Inc.  should  provide  a  blank  form  to 
the  supplied  stores,  which  a  store  can  use  when  it 
desires  to  report  to  the  bureau  that  a  certain  customer 
is  either  returning  too  much  merchandise  or  is  making 
unfair  and  exorbitant  claims  for  adjustments.  It  is 
recommended  that  when  such  a  name  is  reported  to  the 
bureau,  the  bureau  will  ask  all  the  other  stores,  who 
have  an  account  with  this  customer,  w’hat  their  experi¬ 
ence  in  the  matter  of  returns  and  adjustments  has  been. 

It  was  agreed  that  for  this  purpose,  a  form  shall  be 
supplied  by  the  bureau  and  sent  to  the  stores,  asking 
for  the  following  information: 
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Retail  Sales  Taxes 

By  B.  Eakl  Puckett,  President,  Frederick  Loeser  &  Company,  Inc., 
Brooklyn,  N.  Y. 

Presented  at  the  Annual  Meeting  of  the  United  States  Chamber  of  Commerce, 
Atlantic  City,  April  30,  1931 


IN  the  past  few  months,  there  has  been  agitation  for 
some  type  of  sales  taxing  carried  on  in  about  one- 
half  of  the  states  of  the  Union.  Proposals  have  var¬ 
ied  from  what  in  effect  was  a  tax  on  chain  stores  only, 
which  admittedly  is  class  legislation,  to  a  general  tax 
on  all  commodities  regardless  of  how  or  by  whom  sold. 
The  agitators  have  been  motivated  by:  (a)  A  desire 
to  shift  the  tax  burden  from  themselves  to  the 
shoulders  of  others,  such  as  was  the  proposal  in  New 
York  State  to  shift  $250,(XX),000  from  real  estate  to 
a  sales  tax;  (b)  a  desire  to  handicap  a  competitor, 
such  as  the  chain  store  sales  tax  proposed  in  many, 
and  adopted  by  a  few,  of  the  southern  states;  and  (c) 
a  desire  to  obtain  greater  revenue  by  tapping  new 
sources  of  income.  In  fact,  the  latter  has  been,  no 
doubt,  the  most  impelling  motive,  although  the  first 
two  mentioned  have  been  the  bases  of  much  prop¬ 
aganda. 

In  almost  every  state  where  sales  tax  legislation  has 
been  proposed,  the  proposal  has  met  with  forceful 
opposition  from  most  retail  merchants.  Although  some 
legislatures  are  still  in  session  or  are  yet  to  meet  and, 
therefore,  the  complete  history  of  1930  and  1931  sales 
tax  agitation  is  yet  unwritten,  those  who  have  opposed 
sales  taxing  have  apparently  won  many  of  the  prelimin¬ 
ary  skirmishes.  As  I  happened  to  take  some  part  in 
what  developed  into  a  short  but  hotly  contested  move¬ 
ment  in  New  York  State,  I  was  asked  to  come  here 
and  give  you  some  of  our  views  on  what  would  be 
the  effect  of  sales  taxing  if  it  were  to  become  preva¬ 
lent. 

The  merchants  of  New  York  City  and  State,  appear¬ 
ed  before  a  commission,  appointed  by  the  Governor, 
to  study  state  taxation,  not  as  tax  specialists  but  as 
merchants.  We  made  no  attempt  to  apjpear  as  pro¬ 
fessionals.  We  appeared  as  merchants  who  spend  our 
lives  on  the  firing  line  of  distribution.  We  gave  the 
commission  what  we  could  of  our  intimate  knowledge 
of  the  mechanics  of  distribution  and  of  the  buying 
habits  and  peculiarities  of  the  consumer  as  such.  The 
consumer  is  just  across  the  counter  from  us  every 
working  day  and  we  think  we  can  hazard  a  pretty  fair 
guess  as  to  the  effect  of  any  factor  thrown  on  that 
counter  whether  by  the  customer,  the  state,  or  our¬ 
selves.  It  is  from  our  experience  and  from  deductions 
made  from  this  experience,  that  I  am  speaking. 

Now,  you  might  ask,  no  doubt  many  have  asked : 
why  do  independent  merchants  so  unanimously  oppose 
sales  taxing?  Are  they  trying  to  dodge  a  tax  liability? 
I  can  say  to  you  in  all  frankness  that  selfishness  has 
played  little,  if  any,  part  in  causing  merchants  to 
oppose  sales  tax  legislation.  In  the  first  place,  much 
sales  tax  legislaton  has  been  aimed  directly  at  chain 
stores,  who  are  the  greatest  competitor  of  the  inde¬ 
pendent  merchant.  Independent  merchants  have  led 


the  oppositon;  not  the  chains.  In  the  second  place, 
proponents  of  the  sales  tax  legislation  have  offered  it 
as  a  substitute  for  real  estate  taxes.  I  have  only  to 
remind  you  that  the  merchant  occupies,  and  usually 
owns,  the  highest  assessed  real  estate  in  every  locality, 
to  assure  you  of  the  merchants  sincerity  in  opposing 
this  shift.  In  the  third  place,  I  will  later  show  you 
that  the  merchant  would  not  and  could  not  pay  a  sales 
tax  if  one  were  imposed.  No,  the  merchant  has  not 
had  selfish  motives  in  opposing  sales  tax  legislation. 
A  short  sighted  independent  merchant  might  even 
reason  that  a  sales  tax  that  would  handicap  his 
strongest  competitor  and  relieve  him  of  taxes  on  his 
highly  assessed  real  estate  values,  deserves  his  support 
from  a  purely  selfish  viewpoint.  Merchants  have  op¬ 
posed  the  sales  tax  legislation  because  we  know  the 
workings  of  the  machinery  of  distribution  and,  there¬ 
fore,  know  that  sales  taxing  is  wrong. 

Who  Would  Pay  a  Sales  Tax? 

Each  year  the  Bureau  of  Business  Research.  Har¬ 
vard  University,  makes  a  study  of  department  store 
operating  statistics.  In  1929,  out  of  499  stores  studied, 
the  highest  profit  group,  comprising  133  stores,  showed 
an  average  net  profit  of  0.8  per  cent  of  sales.  This 
in  the  boom  year  of  1929  —  a  year  of  great  pros- 
jjerity — gave  the  more  prosperous  department  stores  a 
profit  of  less  than  one  per  cent  of  sales. 

It  was  reliably  estimated  in  New  York  that  in  order 
to  shift  one-third  of  the  real  estate  taxes  to  a  sales 
tax,  it  would  require  a  sales  tax  of  4  per  cent.  No, 
not  even  the  most  profitable  133  stores  would  pay  a 
4  per  cent  tax  out  of  a  0.8  per  cent  profit.  Not  for 
long,  they  wouldn’t.  The  merchant  must  and  would 
pass  the  tax  on  to  the  consumer. 

Now  this  leads  us  up  to  what,  on  its  surface,  seems 
to  be  the  best  arguments  for  sales  taxing.  The  sales 
tax  advocate  says.  “Of  course,  the  merchant  would 
not  pay  the  tax.  The  consumer  would  pay  the  tax. 
The  consumer  always  pays  all  taxes  regardless  of  how 
levied.  As  the  consumer  always  pays,  why  go  the 
round-about  way?  Why  not  eliminate  all  other  forms 
of  taxation  and  simplify  the  entire  situation  by  taxing 
him  once  and  for  all,  as  he  consumes?” 

Now  that  group  of  sentences,  when  said  real  quickly 
and  with  the  appearance  of  earnestness,  actually  sound 
as  if  they  were  based  on  logic.  There  is  an  element 
of  truth  in  them.  That  is  why  they  sound  so  truth¬ 
ful.  It  is  like  saying,  “2x2—  4 ;  so  why  worry  about 
higher  mathematics”.  Taxes  must  be  paid  by  some¬ 
body.  We  are  all  consumers.  There  is  no  one  else 
to  pay  them  so  consumers  must  pay  them.  There  is 
where  the  truth  of  the  argument  ends.  While  they 
who  pay  all  taxes  are  necessarily  consumers,  it  does 
not  follow  that  they  pay  taxes  only  in  their  capacity 
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as  consumers.  Certain  types  of  taxes  do  go  into  the 
cost  of  goods  and  are,  therefore,  paid  by  the  jjerson 
purchasing  the  merchandise  but  a  great  deal  of  taxes 
are  paid  on  inactive  assets  such  as  land  held  for  future 
development  and  on  investments.  Remove  these  taxes 
and  the  natural  resources  of  the  country  will  be  held 
by  wealthy  families  in  an  inactive  state.  A  sales  tax 
removes  the  tax  liability  from  wealth  and  places  it  in 
the  market  basket  of  the  masses.  Taxation  on  wealth 
rather  than  taxation  on  consumption  has  forced  us  to 
use  our  resources,  thereby  forcing  production  and  con¬ 
sumption.  Yes,  the  consumer  always  pays  but  not  in 
his  capacity  as  a  consumer  and  not  in  proportion  to 
his  consumption. 

The  adoption  of  a  general  sales  tax  by  a  state  means 
Uiat  contributions  to  the  tax  fund  must  be  in  pro- 
jxtrtion  to  merchandise  purchased  through  regular  re¬ 
tail  channels.  If  a  man  earns  $50.00  a  week,  approx¬ 
imately  70  jjer  cent  of  his  income  will  be  spent  through 
regular  retail  channels  and  he  will  be  heavily  taxed. 

If  another  man  earns  $500.00  a  week,  {xtssibly  40  per 
cent  of  his  income  will  be  spent  through  regular  re¬ 
tail  channels  and  60  per  cent  will  go  untaxed.  Sales 
taxing  violates  the  principle  of  “ability  to  pay”. 
'‘.\bility  to  pay”  is  not  the  only  principle  of  taxation 
but  it  is  a  most  important  one.  One  of  the  chief 
functions  of  government  is  to  protect  property  rights. 
The  recognition  and  protection  of  property  rights  by 
a  government  and  the  development  of  property  at 
government  expense,  such  as  parkways,  etc.,  out  of 
funds  secured  from  the  market  basket  of  the  laborer 
is  a  most  dangerous  proposal. 

Effect  of  Sales  Tax  the  Equivalent  of  a 
*  '  '  Wage  Reduction 

Probably  the  greatest  lesson  we  have  learned  m  the 
past  decade  is  that  of  high  wage  scales  and  their  effect. 
Most  business  men  are  now  definitely  committed 
against  wage  reductions.  Everything  must  be  done  to 
increase  the  purchasing  power  of  our  people.  Sub¬ 
stituting  a  consumer  sales  ta.x  for  methods  now  in 
use,  or  using  them  as  a  means  of  securing  additional 
revenue,  reacts  on  those  of  low  income  in  a  manner 
similar  to  wage  reductions.  It  decreases  the  purchasing 
IKJwer  of  the  masses. 

Those  of  us  who  meet  the  customer  face  to  face 
know  the  tremendous  imjKvrtance  of  the  “Buyers’ 
Psychology”.  We  all  know  the  mental  attitude  of  a 
l)erson  at  the  time  of  paying  a  tax.  You  know  a  stamp 
tax  caused  a  “Tea  Party”  in  Boston  several  years  ago 
and  the  final  results  were  quite  upsetting  to  those  who 
imposed  the  tax.  No,  consumers  do  not  like  sales  taxes. 
A  tax  assessment  coupled  with  every  consumer  pur¬ 
chase  will  do  more  to  retard  distribution  and  con¬ 
sumption  than  has  been  gained  through  years  of  ad¬ 
vertising  and  American  salesmanship.  We  believe  that 
artificially  building  up  consumer  sales  resistance  is  a 
short  road  to  economic  suicide. 

Even  the  indirect  effect  on  the  merchant  from  the 
standpoint  of  collection  expense,  etc.  will  force  him 
to  look  elsewhere  for  offsetting  economies.  Where 
can  he  look  except  to  his  advertising  costs?  He  can¬ 
not  materially  reduce  the  number  of  people  employed 
and  a  good  merchant  will  not  reduce  wages.  Facing 
an  unfavorable  consumer  psychology,  the  national  ad¬ 


vertiser  will  also  retrejurh.  The  whole  general  effect 
of  sales  taxing  is  to  turn  industry  backward  toward  the 
g(X)d  old  days  when  we  all  lived  on  farms  and  did  our 
own  butchering. 

While  the  consumer  must  eventually  pay  the  sales 
tax  if  one  is  assessed,  even  the  period  of  adju.stment 
that  must  intervene  before  taxes  can  be  passed  on  to 
the  consumer,  will  be  a  most  critical  one  for  distri¬ 
butors.  With  a  very  narrow  margin  of  profit,  if  any 
at  all,  the  temporary  absorption  of  this  tax  might  mean 
the  complete  breakdown  of  retail  distribution,  and  as 
a  consequence,  our  entire  industrial  structure  will  be 
seriously  imjvaired. 

Most  economists  and  those  who  have  studied  our 
economic  structure,  are  convinced  that  the  problem  of 
the  i)resent  and  of  the  coming  generation  is  one  of 
distribution.  America  has,  to  a  large  extent,  conquered 
production.  Uur  i)eople  have  an  unlimited  power  of 
consumption.  Our  economic  weakness  is  one  of  dis¬ 
tribution.  A  sales  or  consumer  tax  of  any  type  is  a 
definite  handicap  to  the  weakest  factor  in  our  economic 
organism.  Distribution  must  be  strengthened  in  the 
next  decade.  This  cannot  be  accomplished  if  it  is,  at 
the  same  time,  to  be  handicap^ved. 

Difficulties  of  .\dmini8tering  Sales  Tax 
American  experience  with  sales  taxing,  which,  of 
course,  has  been  most  limited,  seems  to  prove  that  it 
is  not  only  grossly  unjust  but  administratively  im- 
jKossible.  The  cost  of  collection  is  out  of  all  projxjr- 
tion  to  revenue  obtained.  .\s  proof  of  this  statement 
you  are  invited  to  check  collection  costs  in  sales  taxing 
attempts  made  by  the  Federal  Government,  by  Penn¬ 
sylvania  and  by  South  Carolina.  With  thousands  of 
small  retailers  who  keep  no  records,  it  is  imix)ssible 
to  audit  or  check  returns.  The  only  way  the  Federal 
Government  was  able  to  catch  up  on  the  auditing  of 
income  tax  returns  was  by  raising  the  e.xemption. 
Difficulties  of  administering  sales  taxes  would  develop 
unfair  comixjtition.  misrepresentation,  and  fraud,  on 
the  part  of  irresponsible  trade.smen  and  the  cost  of 
their  detection  would  be  prohibitive. 

There  are  approximately  two  and  one-half  billion 
retail  transactions  per  annum  in  New  York  State  alone. 
This  means  that  the  people  must  be  reminded  two  and 
one-half  billion  times  of  this  taxation  method  and  two 
and  one-half  billion  transactions  must  be  checked.  A 
tax  brought  to  the  minds  of  a  i)eople  two  and  one-half 
bdlion  times  jier  annum  cannot  be  of  long  endurance. 

We  often  hear  that  a  sales  tax  rate  would  be  in¬ 
significantly  small  and,  therefore,  a  burden  to  no  one. 
.\  rate  of  4  jier  cent  would  be  retiuired  to  relieve  New 
York  real  estate  of  one-third  of  its  tax  burden.  In 
actual  oi)eration,  even  this  figure  would,  no  doubt,  be 
inadequate,  due  to  additional  exemptions  and  evasions. 

I  have  been  informed  that  in  the  City  of  Philadelphia 
alone  in  one  week,  no  less  than  4,000  merchants  were 
hailed  into  court  for  failure  to  comply,  in  some  re¬ 
spects,  with  their  sales  tax  law,  which  is  so  insignificant 
in  rate  that  it  produces  less  than  one  i)ercent  of  the 
total  state  revenue. 

In  setting  up  a  tax  source  for  a  state,  upon  which 
to  base  its  operating  budgets,  it  is  most  desirable  and 
almost  essential  to  know  approximately  how  much  tax 
money  the  new  levy  will  produce,  .\merican  experi¬ 
ence  with  consumer  sales  taxing  is  too  meager  to 
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admit  of  even  a  good  guess.  When  the  plan  was  pro¬ 
pose  1  nationally  in -Washington,  in  1921,  the  estimates 
of  tlie  best  “experts”  ranged  from  $253,000,000  to 
$1,1(10,000,000  per  year.  It  would  be  difficult  to  base 
an  o|>erating  budget  on  such  wild  guessing.  Figures  in 
Georgia  indicate  that  the  “conservatively  estimated” 
revenue  figure  in  the  first  year  will  be  100  per  cent 
higher  than  the  actual. 

Difficult  questions  to  answer  in  administering  a  sales 
tax  would  include  the  following: 

1. What  is  an  “ultimate  sale”  or  “sale  to  a 
consumer”  ? 

2.  “W’hat  constitutes  merchandise  and  what  is 
a  service”?  The  doctor  sells  prescriptions 
and  the  lawyer  his  briefs,  while  one-third 
of  a  department  store  dollar  is  for  service. 

Is  money  lending  selling  a  commodity  or 
rendering  a  service? 

3.  “How  can  state  border  lines  be  policed  to 
catch  evasion  and  avoid  driving  business  to 
other  states”?  In  Xew  York  State,  75  per 
cent  of  the  citizens  live  within  one  hour’s 
ride  of  the  State  line. 

4.  “What  method  can  be  used  to  collect  taxes 
on  mail  order  sales  from  without  the 


itself  to  this  form  of  taxing.  Gasoline  can  only  be 
retailed  through  special  apparatus,  operated  by  esped- 
ally  equipped  retail  dealers.  It  cannot  be  sold  promis¬ 
cuously  by  thousands  and  tens  of  thousands  of  dealers, 
as  is  true  of  almost  every  other  known  item  in  common 
use. 

The  gasoline  tax  in  every  state  is  a  very  high  tax, 
amounting  to  from  ten  to  thirty-five  percent  of  its 
normal  resale  price,  and  therefore,  can  be  passed  on 
to  the  consumer  in  every  case  with  a  minimum  of  ad¬ 
ministrative  difficulty.  It  is  practically  a  nation-wide 
tax.  It  is  impossible,  or,  at  least,  unprofitable  to 
“bx)t-leg”  gasoline  across  the  state  lines,  as  practically 
all  states  impose  a  similar  tax. 

The  gasoline  tax  is  not  so  obnoxious  to  the  con¬ 
sumer  as  the  ordinary  “sales  or  nuisance  tax”,  because 
he  knows  that  every  cent  so  raised  is  used  to  improve 
the  comfort  and  safety  of  his  motoring,  and  to  reduce 
the  cost  of  his  motor  operation.  If  the  revenues  of 
the  gas  tax  were  deflected  from  the  road  funds  to  the 
general  state  expenditures  and  not  applied  to  improve¬ 
ment  of  motoring  conditions,  as  would  be  the  case  if 
a  general  salts  tax  were  levied,  the  opposition  would 
b*  many  times  greater. 

The  admitted  success  of  the  gasoline  tax  proves 
nothing  as  far  as  a  general  sales  tax  is  concerned. 


state  .' 

Past  Experience  in  Sales  Taxing 

Sales  taxing  as  a  national  measure  has  often  lieen 
discussed  but  never  successfully  administered.  The 
Federal  Government  has  imposed  luxury  or  “nuisance” 
taxes  and  found  them  unprofitable  and  unpopular. 

Even  in  Germany,  where  sales  taxing  probably  was 
more  successful  than  in  any  other  country,  the  numer¬ 
ous  administrative  difficulties  compelled  its  complete 
abandonment  in  1926,  after  nearly  eight  years  of  most 
unsatisfactory  and  unremunerative  experience. 

In  France,  the  luxury  item  tax  yields  only  a  small 
amount  and  most  of  this  is  collected  from  tourists. 

Many  tax  students  in  America  who  favor  a  federal 
sales  tax,  levied  uniformly  by  the  national  government 
and  centrally  administered,  are  completely  opposed  to 
its  operation  on  a  state  basis.  A'  federal  sales  tax 
WDiild  place  all  retailers  on  the  same  basis  and  eliminate 
all  of  the  hardships  of  extra-state  competition.  That 
of  mail  order  and  consignment  houses,  are  not  the 
least  of  these.  A  federal  tax  would  avoid  the  psy- 
chol  )gical  handicap  of  permitting  it  to  be  known 
through  the  country  that  merchandise  purchased  in  the 
markets  of  one  state  bears  a  special  consiuner’s  tax 
that  is  not  imposed  elsewhere.  This  fact  would  be 
heavily  capitalized  by  comjieting  shopping  centers. 

Special  Features  of  the  Gasoline  Tax 

Advocates  of  sales  taxing  point  to  the  admitted 
success  of  the  retail  sales  tax  on  gasoline  as  an  argu¬ 
ment  in  favor  of  its  extension  to  other  items.  We 
do  not  believe  this  reasoning  sound. 

Gasoline,  by  reason  of  its  uniform  distributive 
methods,  through  which  the  flow  can  be  accurately 
taxed  at  a  comparatively  few  responsible  wholesale 
points,  and  evasions  quickly  and  easily  detected,  is 
the  only  commodity  generally  sold  today  that  lends 


Substitutes  for  Sales  Taxing 

It  is  usually  a  good  rule  that  he  who  opposes  should 
offer  a  substitute.  I  offer  no  substitute  bwause : 

1.  I  am  not  a  taxation  specialist.  I  have  given  our 
ideas  as  to  the  workings  of  a  sales  tax,  but  these  have 
been  based  upon  our  knowledge  of  distribution  rather 
than  of  taxation. 

2.  Sales  taxing  is  being  offered  as  a  substitute  for 
existing  measures  and  we  are  quite  sure  that  results 
of  such  a  shift  would  approximate  economic  suicide. 
If  it  is  a  choice  between  what  we  have  and  sales  taxing, 
we  favor  leaving  good  enough  alone.  We  have  liv^ 
under  existing  methods  and  at  odd  times  have  been 
boastful  of  our  prosperity. 

3.  The  final  result  of  sales  taxing  would  not  be 
the  shifting  of  a  tax  but  rather  an  increase  in  total 
taxation.  When  we  realize  that  for  the  average  family 
of  five  in  New  York  City,  that  city  taxes  amount  to 
$550.00  per  year  and  that  in  addition,  we  have  income 
taxes,  tariffs,  etc.,  we  are  inclined  to  question  the  ad¬ 
visability  of  increasing  the  total  tax  fund. 

4.  Rather  than  devise  ways  and  means  of  raising 
additional  revenue,  I  believe  we  would  all  rather  refer 
those  in  authority  to  a  statement  made  by  W.  S. 
Johnson.  State  Treasurer  of  West  Virginia,  before  the 
delegates  to  the  annual  convention  of  state  auditors, 
controllers,  and  treasurers,  which  was,  “At  least  forty 
cents  of  every  tax  dollar  collected  in  the  United  States 
is  wasted.”  This  statement  was  made  between  officials 
who  should  know.  I  cannot  vouch  for  its  accuracy 
but  believe  that  it  offers  the  germ  of  an  idea.  I  would 
like  to  commend  serious  consideration  of  what  Mr. 
Jcdmson’s  statement  infers  as  a  substitute  for  sales 
and  other  taxes. 

Summary 

W’e  believe  sales  taxing  as  a  method  of  securing 
additional  revenue  or  as  a  relief  measure  for  other 
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Expenses  and  Profits  of  Department 
Stores  in  1930 

By  Prof.  Mai.colm  P.  McNair,  Managing  Director, 

Bureau  of  Business  Research,  Harvard  University 


About  three  or  four  years  ago,  when  the  un¬ 
favorable  direction  of  the  trends  of  expense  and 
profit  in  deixirtment  stores  began  to  be  indicated 
by  the  Harvard  figures,  several  people  started  to  figure 
out  the  time  when  the  gross  margin  line  and  the  total 
expense  line  w’ould  reach  a  point  where  the  result 
would  be  no  profit.  I  recall  in  particular  one  talk  by 
Earl  Puckett,  in  which  he  pointed  out  that  given  the 
continuation  of  the  existing  trends,  along  about  1933 
or  so  there  wouldn’t  be  any  profit  in  the  department 
store  business. 

But  by  1930  they  were  in  a  condition  of  no  profit, 
no  profit  in  the  sense  of  a  real  return  over  and  above 
a  mere  normal  rate  of  interest  on  investment,  and  a 
large  number  of  them  did  not  even  make  that. 

In  general,  the  gross  margin  for  1930,  according  to 
the  figures  which  you  have  in  your  hands,  showed  little 
or  no  decrease.  The  expense  rate  showed  a  sharp  rise 
of  from  1.5%  to  2%  of  sales.  That  means  that  taking 
the  entire  range  of  sales  volume,  all  the  way  from  the 
small  stores  with  sales  under  $150,000  to  the  stores 
with  sales  of  $10,000,000  to  $20,000,000  and  over, 
none  of  those  groups  in  1930  were  operating  at  an 
average  expense  rate,  including  interest  on  owned 
capital,  of  less  than  32%  of  net  sales. 

That  means  that  with  the  stationary  gross  margin, 
the  net  profit  over  and  above  interest,  that  is,  the  pure 
profit,  was  entirely  wiped  out,  with  the  exception  of 
stores  over  $10,000,000,  which  showed  an  economic 
net  profit  of  .1%.  Only  the  group  with  sales  under 
$150,000,  however,  showed  an  absolute  loss  after 
crediting  back  the  interest  on  owned  capital. 

Summary  of  Findings 

I  will  summarize  briefly  the  gross  margin,  total  ex¬ 
pense,  net  profit  and  net  gain  figures  for  the  six  major 
groups.  First,  department  stores  with  sales  under 
$500,000  had  a  typical  gross  margin  of  29% ;  total 
expense  of  32.2% ;  and  a  net  loss,  in  the  economic 
sense,  of  3.2%  of  net  .sales.  After  crediting  the  ele¬ 
ment  of  interest  on  owned  capital,  however,  that  be¬ 
comes  a  net  loss  of  0.3%  on  sales,  and  a  net  loss  of 
0.5%  on  invested  capital. 

For  the  department  stores  in  the  next  larger  group, 
$500,000  to  $2,000,000  in  sales — I  am  summarizing 
the  principal  figures  now — a  gross  margin  of  31.6%, 
a  total  expense  including  interest  on  invested  capital 
of  33.4%;  a  net  loss  in  the  economic  sense  of  1.8%; 
and  after  crediting  back  the  interest  on  capital  owned, 
a  net  gain  or  net  business  profit,  in  the  terminology  of 
the  average  business  man,  of  1%  of  sales  and  of  2.4% 
on  invested  capital.  That  is.  the  average  return  on  in¬ 


vested  capital  for  the  department  stores — 168  of  them 
— in  the  group  with  sales  between  $500,000  and  $2,- 
000,000,  was  slightly  under  2.5%. 

The  next  group  of  department  stores,  with  sales 
above  $2,000,000,  in  1930--151  stores — had  gross  mar¬ 
gin  of  33.6% ;  total  expense  including  interest  of 
34.1%;  a  net  loss  in  the  economic  sense  of  0.5%;  a 
net  business  profit  or  net  gain  of  2.7%  after  crediting 
back  interest,  and  a  net  gain  amounting  in  terms  of 
invested  capital  to  4.9% — slightly  under  5%  on  capi¬ 
tal  for  department  stores  with  sales  over  $2,000,000. 

Passing  to  the  specialty  stores,  again  with  the  same 
volume  classification,  specialty  stores  under  $500,000 
in  sales  volume  had  a  33%  gross  margin,  a  34.8%  total 
expense  including  interest,  a  loss  of  1.8%  in  the  pure 
economic  sense,  a  net  gain,  or  net  business  profit,  after 
crediting  back  the  interest,  of  0.5%  which  amounted 
to  3.1%  on  the  invested  capital. 

The  next  group  of  specialty  stores,  $500,000  to  $2,- 
000,000 — had  34%  gross  margin;  35%  cost  of  doing 
business,  including  interest  on  capital;  a  loss  of  1% 
in  the  economic  sense;  a  net  business  profit  of  1.8%, 
after  crediting  back  the  interest ;  and  that  net  business 
profit  amounted  to  slightly  over  6%  on  the  invested 
capital. 

The  next  group  of  specialty  stores — $2,000,000  and 
above  in  sales,  had  gross  margin  of  34.5% ;  total  ex¬ 
pense  also  34.5%,  including  interest ;  consequently  no 
net  profit  in  the  economic  sense;  and  net  gain  or  net 
business  profit,  including  interest,  of  2.2%  of  sales  and 
7.4%  on  invested  capital. 

Of  all  the  six  groups,  the  larger  specialty  stores  thus 
made  the  best  showing  in  regard  to  earnings  on  invested 
capital. 

So  much  by  way  of  summary. 

Preliminary  Report  Figures  Final 

Before  continuing  the  detailed  presentation  of  these 
figures,  there  are  certain  matters  which  should  be 
touched  on  by  way  of  explanation.  I  shall  try  to  be  as 
brief  as  possible  in  covering  these  explanatory  matters. 

First  let  me  say  that  these  figures  which  you  have 
are  in  the  nature  of  a  preliminary  report.  They  are, 
however,  the  final  figures.  The  bulletin  will  be  pub¬ 
lished  in  approximately  four  weeks,  and  that  will  con¬ 
tain  some  additional  comparisons.  Hence,  while  this 
is  a  preliminary  report,  these  are  the  final  figures. 

This  year,  there  was  a  larger  number  of  reporting 
firms  than  ever  before.  In  all,  722  firms  reported.  Of 
those  722,  the  reports  of  649  were  used  in  this  study. 
Some  were  received  too  late;  others  were  rejected  be¬ 
cause  the  character  of  the  merchandise  sold  indicated 
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that  they  were  not  properly  classifiable  as  department 
or  .  pecialty  stores.  The  aggrefjate  volume  of  sale®  of 
thi  '>49  used  in  this  study  was  somewhat  over  $1,600.- 
OCK'.OOO.  That  is  slightly  over  25^  of  the  total  depart¬ 
ment  store  and  specialty  store  business,  as  nearly  as 
it  can  be  estimated. 

I  should  like  to  take  this  opportunity  to  pay  a  sincere 
tribute  to  these  firms  which  took  time  especially  in  this 
year  of  many  difficulties,  to  fill  out  this  report  and 
send  it  in  to  the  Harvard  Bureau.  We  sincerely  appre¬ 
ciate  the  effort  which  it  meant  for  many  firms  to  take 
the  time  to  fill  out  this  report.  I  should  like  also  to 
acknowledge  the  splendid  cooperation  of  the  officers  of 
the  N.  R.  D.  G.  A.  and  the  Controllers*  Congress,  in 
assisting  us  in  obtaining  rejwrts  this  year. 

Changes  of  Classification 

'I'here  were  some  slight  changes  in  the  expense 
classification.  When  you  come  to  the  functional  group¬ 
ing  of  exj)ense  in  these  figures,  you  will  see  that  we 
have  divided  the  former  heading  "Fixed  Plant  and 
E(|uipment  Costs”,  which  apjjears  in  the  Expense 
Manual,  into  two  new  groups,  one  of  them  headed 
"Real  Estate  Costs"  and  the  other  headed  “F'i.xtures 
and  Equipment  Costs.”  We  have  done  that  for  the 
purpose  of  })reserving  comjiarability  with  previous 
figures  on  rent.  The  Real  E'state  Costs  groiq)  is  prac¬ 
tically  the  same  as  the  old  rental  classification,  e.xcept 
that  repairs  have  not  been  included.  The  other  new 
sub- functional  group.  Fixtures  and  Equipment  Costs, 
includes  the  elements  of  interest,  insurance,  taxes,  de¬ 
preciation.  and  rei)airs  on  fixtures  and  equipment. 
Consequently,  this  new  arrangement  preserves  com¬ 
parability  with  the  rental  figure,  which  was  lost  on  the 
basis  used  in  1929.  The  total  of  those  two  acct)unts 
— Real  Elstate  Costs  and  Fixtures  and  ETpupment 
Costs,  amounts  to  the  total  of  the  Expense  ^Ianual 
classification  of  Fixed  Plant  and  Equipment  Cost. 

Interest 

•Also,  a  slight  change  was  made  in  the  basis  of  charg¬ 
ing  interest  on  owned  capital,  which,  as  you  know,  al¬ 
ways  has  been  one  of  the  accounting  policies  of  the 
Bureau.  Last  year  interest  was  charged  on  the  basis 
of  total  assets;  this  resulted  in  a  slight  overcharge. 
This  year,  it  has  been  charged  on  the  basis  of,  first, 
merchandise  investment,  second,  fixed  plant  and  equip¬ 
ment  investment,  and  third,  accounts  receivable.  The 
last  of  these  items  constitutes  the  only  departure  from 
the  Expense  Manual;  we  have  included  interest  on 
accounts  receivable  as  a  cost  of  doing  business ;  and  that 
is  not  provided  for  in  the  Expense  Manual.  Other¬ 
wise,  the  interest  charge  in  these  figures  is  the  same 
as  you  would  get  by  following  the  Expense  Manual. 
Interest  paid  and  received  was  handled  in  Other  Income 
and  Deductions,  and  did  not  enter  into  the  Expense 
Statement. 

I  may  also  say  that,  similar  to  last  year,  the  common 
figures  shown  for  the  natural  divisions,  that  is,  the  14 
natural  divisions,  are  “adjusted  naturals”.  By  that  I 
mean  that  Rentals,  natural  division  0  2  in  the  language 
of  controllers,  is  the  same  as  the  total  of  the  functional 
group  Real  Estate  Costs.  Also  Interest.  Insurance, 


Ta.xes.  and  Denreciation.  as  natural  divisions  do  not 
in  their  totals  include  any  real  estate  items.  In  other 
words,  these  are  not  “natural  naturals”,  so  to  speak, 
they  are  “adjusted  naturals” ;  they  have  been  adjusted 
so  as  to  throw  all  real  estate  expenses  into  Rentals 
in  order  to  preserve  comparability  between  companies 
owning  their  real  estate  and  those  not  owning  it.  In 
considering  these  common  figures  for  the  totals  of  the 
natural  divisions,  and  in  comparing  them  with  your 
own.  bear  in  mind  tbe  fact  that,  because  these  adjust¬ 
ments  have  been  made.  Interest,  in  Insurance,  Taxes 
aiul  Depreciation  on  real  estate  have  been  thrown  into 
the  Rentals,  or  Real  Estate  Costs  figure,  and  that  only 
the  remaining  portions  of  each  of  these  four  expense 
items  are  included  in  the  several  natural  totals. 

To  add  one  more  word  of  explanation  I  may  say  that 
the  general  aim  in  handling  lea.sed  department  figures 
was  to  treat  those  as  separate,  to  exclude  the  sales  and 
to  exclude,  so  far  as  jx)ssible,  the  e.xpenses  of  those 
leased  departments,  and  to  throw  the  net  income  from 
leased  departments  into  Other  Income,  thus  getting 
these  figures  out  of  the  statement  so  far  as  possible. 

So  much  by  way  of  explanation. 

Comparison  of  Sales 

Now,  in  resuming  the  presentation  of  the  figures.  I 
w'ant  first  to  summarize  iSriefly  the  .sales  comparisons 
for  these  six  groups  of  firms.  For  the  department 
stores  with  sales  under  $500,000.  there  was  a  decrease 
of  sales  in  1930  as  compared  with  1929  of  10.3%, 
Department  stores  with  $500,000  to  $2,000,000  in  vol¬ 
ume  had  a  decrease  of  9.1%.  Department  stores  with 
over  $2,000,000  volume  had  a  decrease  of  5.5%  .  Those 
are  decreases  in  net  dollar  sales  figures. 

Sjiecialty  stores  with  under  $500,000  sales  had  a 
decrease  of  8.2%  ;  siJecialty  stores  with  $500,000  to  $2.- 
000.000  sales  had  a  decrease  of  4%  in  dollar  sales. 
Specialty  stores  over  $2,000,000  in  .sales  volume  showed 
a  decrease  of  3%  in  net  dollar  sales.  Thus  all  groups 
showed  a  decrea.se  in  dollar  sales,  the  larger  s|)ecialty 
stores,  however,  sustaining  smaller  decreases  than  the 
department  stores,  a  condition  which  raises  some  in¬ 
teresting  questions. 

Number  of  Sales  Transactions 

This  year.  also,  we  sought  to  obtain  data  on  the 
numl)er  of  sales  transactions.  Those  figures  are  as  yet 
imjjerfect.  since  many  firms  apparently  were  not  in 
jKJsition  to  report  them.  For  the  department  stores 
with  sales  between  $500,000  and  $2,000,000.  tbe  aver¬ 
age  sale  in  1930  appeared  to  l)e  ^hout  $2.10.  For 
department  stores  with  sales  over  $2,000,000,  the  aver¬ 
age  sale  appeared  to  about  $2.32.  For  specialty  stores 
with  volume  over  $2,000,000,  the  average  sale  api)eared 
to  be  about  $6.00.  For  the  department  stores  with 
sales  above  $2,000,000,  it  was  possible  to  make  a  rough 
comparison  of  the  number  of  transaction  in  1930  as 
compared  with  1929.  That  comparison  indicated  that 
the  number  of  transactions  was  very  nearly  the  same. 
The  figures  actually  showed  an  0.2%  decline  in  the 
number  of  transactions  in  1930  as  compared  with  1929. 
We  are  not  entirely  sure  of  the  validity  of  those  figures ; 
this  is  the  first  time  this  comparison  has  been  made  by 
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the  Bureau.  Our  off  hand  impression  from  contact 
with  members  of  the  trade  was  that  the  number  of 
transactions  had  increased  in  1930  as  compared  with 
1929.  Yet  these  figures  indicate  that  the  number  held 
atniut  the  same  for  the  stores  with  sales  above  $2.- 

oai.ooo. 

In  department  stores  with  sales  of  less  than  $500,- 
001'.  for  the  past  four  years  the  gross  margin  has  re¬ 
mained  very  much  the  same — 29.1%,  28.9%,  29.3%, 
29% — practically  stationary  gross  margin  for  four 
years. 

The  total  expense  jumped  sharply  between  1929  and 
1930  from  30.0%  to  32.2%.  You  will  note  that  two 
of  the  places  where  the  increase  principally  occurred 
was  in  pay  roll — 16.1%  to  17.2%,  and  in  rentals,  2.9% 
to  3.35%.  That  gave  this  group  of  stores  a  net  loss 
of  3.2%  in  the  economic  sense.  After  adding  the  net 
other  income,  which  is  primarily  made  up  of  interest 
on  investment,  of  2.9%  there  was  a  final  business  loss 
of  0.3%  of  Net  Sales,  or  0.5%  of  invested  capital. 

You  will  note,  also,  that  there  was  no  increase  in  the 
rate  of  stockturn — 2.4  times  for  each  year.  There  was 
an  increase  in  returns  and  allowances,  but  they  are  still 
very  low.  We  have  always  been  a  little  skeptical  as  to 
whether  these  figures  were  right  for  the  smaller  stores, 
as  to  whether  they  maintained  complete  records  of  their 
gross  sales  and  returns.  Nevertheless,  the  figure  ap¬ 
pears  to  be  increasing.  Mark-down,  likewise  showed 
an  increase,  7.2%  of  net  sales  in  1929,  9.2%  in  1930. 

In  going  through  these  tables,  I  have  tried  to  indi¬ 
cate  the  significant  points  rapidly.  What  I  have  said 
serves  primarily,  I  think,  as  an  introduction  to  a  fur¬ 
ther  study  of  this  material. 

An  Unfavorable  Showing 

Frankly,  in  appraising  these  figures,  there  is  no  gain¬ 
saying  the  fact  that  this  1930  showing  constitutes  an 
unfavorable  situation  for  department  stores  and  spec¬ 
ialty  stores.  As  I  have  indicated  previously  in  talking 
to  these  groups,  it  is  not  my  opinion  that  the  business 
depression  which  we  are  now  experiencing  is  the  funda¬ 
mental  cause  of  this  unfavorable  showing.  I  think  that 
the  business  depression  merely  has  advanced  by  two 
or  three  years  a  condition  toward  which  the  trends  of 
expense,  margin,  and  profit  have  been  pointing  for  at 
least  the  last  five  years.  The  stationary  gross  margin 
and  the  rising  expense  rate  have  for  some  time  fore¬ 
shadowed  the  situation  in  which  the  department  store 
and  tlie  sjjecialty  store  business  now  finds  itself.  'I'here- 
fore,  coming  on  top  of  these  already  established  un¬ 
favorable  trends, — unfavorable  trends  established  dur¬ 
ing  a  period  of  general  prosperity, — this  business  de¬ 
pression  has  affected  the  department  store  business 
much  more  seriously  than  did  the  last  great  downswing 
of  business  in  1921. 

In  1930,  the  gross  margin  was  substantially  un¬ 
changed  but  the  mark-downs  were  higher.  That,  1 
think,  is  clearly  a  reflection  of  low-er  prices  in  wholesale 
markets,  not  all  of  which  reductions  apparently  were 
passed  on  to  the  consumer,  because  of  the  usual  lag 
in  readjustment  of  stocks  and  so  forth.  Also  the  fact 
that  the  gross  margin  was  held  unchanged  seems  to  me 
to  be  in  some  part  a  reflection  of  the  improved  mer¬ 
chandise  control  that  has  been  developed. 

With  the  stationary  gross  margin,  the  immediate 


cause  of  the  decline  in  profit  in  1930  was  the  rise  in 
the  e.xpense  ratio,  w’hich,  as  these  figures  have  indi¬ 
cated,  was  evidenced  primarily  in  rent  and  pay  roll 
items.  The  rise  in  rent  is  understandable.  Occupancy 
expense  in  ratio  to  sales  must  increase  in  a  year  when 
the  dollar  sales  decline. 

Pay  roll  is  also  difficult  to  adjust,  over  a  short  period, 
particularly  in  these  times.  I  think  on  the  whole  it  is 
interesting  to  note  that  if  there  is  evidence  of  salary 
cuts  anywhere  in  these  pay  roll  figures,  it  is  largely 
in  executive  salaries.  There  does  not  seem  to  be  mfuch 
evidence  of  cuts  in  wages  so  far  as  the  direct  selling 
force  is  concerned. 

The  figures  for  accounting  and  credit  office  pay  roll 
indicated  that  it  was  very  difficult  to  effect  readjust¬ 
ments  in  those  areas,  particularly  with  the  maintenance 
of  the  number  of  transactions  in  face  of  the  decline 
in  dollar  sales  volume.  In  the  buying  and  merchan¬ 
dising  pay  roll,  as  I  previously  pointed  out,  very  few 
retrenchments  apparently  were  effected. 

But  aside  from  some  of  these  points  where  changes 
are  difficult  to  effect  over  a  short  period,  or  where  re¬ 
trenchment  might  seriously  impair  morale  and  customer 
service,  there  is  a  good  deal  of  evidence  in  these  figures 
of  serious  and  intelligent  effort  to  meet  the  situation 
by  reducing  expenses. 

Effect  of  a  Sales  Tax 

May  I  remark,  in  passing  that  in  appraising  the 
broad  significance  of  these  1930  expense  and  profit 
fiures,  it  is  not  inappropriate  to  say  that  they  should 
give  pause  to  legislators  who  look  on  the  sales  tax  as 
a  desirable  means  of  raising  additional  revenue.  Now 
that  the  Supreme  Court  in  the  recent  chain  stores  de¬ 
cision  apparently  has  opened  the  door  to  various  kinds 
of  discriminator^'  tax  measures,  it  would  not  be  at  all 
surprising  if  in  some  states  legi.slatures  should  single 
out  department  stores  for  particular  attention.  Even  if 
a  retail  sales  tax  were  sound  in  principle,  which  I  doubt, 
e.xperience  indicates  that  any  tax  imposed  on  selected 
types  of  merchandise  sold  at  retail,  or  on  selected 
classes  of  retail  business,  is  very  difficult  if  not  impossi¬ 
ble  to  pass  on  to  the  consumer,  for  competitive  reasons. 

I  merely  wish  to  suggest  to  legislators,  therefore,  that 
these  figures  for  the  department  store  and  specialty 
store  business  in  1930  indicate  that  that  business  is  in 
no  situation  to  absorb  additional  tax  burdens.  I  should 
expect  that  sales  taxes  imposed  in  a  discriminatory 
fashion  would  have  the  effect  of  retarding  rather  than 
hastening  business  recovery. 

Entirely  apart,  however,  from  matters  of  taxation 
and  legislative  policy,  the  department  store  business 
faces  problems  more  serious  than  those  growing  im¬ 
mediately  out  of  the  present  business  depression.  As  I 
said  a  few  minutes  ago,  I  think  there  is  a  good  deal  of 
evidence  in  these  figures  of  honest,  sincere,  hard-work¬ 
ing  efforts  to  effect  retrenchments  in  1930,  to  get  the 
expense  level  down,  to  try  to  cut  costs  wherever 
possible. 

Yet,  in  the  predicament  in  which  the  department 
store  business  now  finds  itself,  as  a  result  of  unfavor¬ 
able  trends  developing  during  the  past  five  years  and 
now  capped  with  this  business  depression,  I  seriously 
question  whether  the  ordinary  methods  of  coping  with 
the  situation  are  sufficient.  I  have  no  intention  of  dis- 
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Special  Incentives  for  Increasing  Production 
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Address  Presented  at  the  Concurrent  Conventions — Joint  Session,  Store  Managers’, 

Personnel  and  Traffic  Groups,  Tuesday  Morning,  May  26,  1931 


A  FEW  general  statements  can  safely  be  made  about 
wage  payment : 

1.  That  the  money  paid  for  work  done  is  the 
main  driving  force,  bringing  to  the  job  the  time  and 
intelligence  and  skill  of  the  jjerson  employed. 

2.  That  the  working  conditions  offered  the  person 
and  the  type  of  management  exercised  in  the  work  is 
as  important  in  the  production  of  results  as  the  money 
itself — one  is  of  little  avail  without  the  other — one  is 
dependent  on  the  other. 

3.  That  the  money  paid  is  the  financial  stimulus.  The 
control  or  management  is  the  non-financial  stimulus. 
Wage  payment  systems,  therefore,  are  only  half  the 
story  when  results  are  considered,  and  the  incentives  of 
a  monetary  nature,  while  important  in  the  efficiency  of 
aay  working  force,  are  not  of  themselves  the  final 
answer  to  complete  success. 

Underlying  Philosophy  of  Wage  Incentives 

The  philosophy  underlying  all  incentives  to  increase 
production  is; 

1.  That  every  method  of  wages  should  be  to  produce 
work  at  low  cost,  but  give  the  worker  high  wages — 

i.e. :  low  cost  and  high  wages  should  be  the  ideal 
toward  which  all  retailers  should  strive. 

2.  That  we  strive  to  find  a  system  that  will  pay  for 
results  rather  than  just  for  time.  Incentive  plans  must 
lower  costs  by  giving  increased  production  per  unit  of 
time  and  increased  earnings  for  the  employee. 

3.  That  a  properly  selected,  well  installed  and  ably 
managed  wage  payment  plan  assures  benefits  to  em¬ 
ployers,  employees  and  the  public  alike. 

4.  That  if  management  is  going  to  require,  as  it  must, 
a  certain  number  of  hours  in  the  plant,  it  should  guar¬ 
antee  a  certain  base  payment,  which  varies  with  the 
difficulty,  skill  and  responsibility  of  the  job. 

This  base  payment  must  be  as  high  as  the  market 
rate  for  similar  work.  One  should  not  need  to  point 
out  that  a  bonus  is  not  an  incentive,  and  will  not  ojierate 
as  such,  if  management  is  merely  using  it  as  another 
form  of  paying  part  of  the  normal  wage. 

5.  That  if  management  can  use  the  time  of  the 
workers  effectively,  it  should  pay  e.xtra  compensation 
for  good  attainment. 

6.  That  to  pay  extra  compen.sation,  the  e.xecutives 
must  determine  under  the  varying  conditions  of  each 
department  what  is  good  attainment. 

7.  That  the  extra  compensation  must  be  substantial 
enough  to  create  an  incentive. 

A  different  form  of  wage  incentive  should  be  chosen 
in  situations : 

1.  Where  the  flow  of  work  is  continuous,  or  where 
it  is  possible  to  arrange  the  work  so  that  the  employee 
is  continually  busy  and  where  definite  standards  can 
be  set. 

2.  Where  it  is  difficult  to  predict  how  long  a  par¬ 


ticular  job  will  take — like  work  rooms,  where  unex¬ 
pected  difficulties  arise  in  particular  alterations. 

3.  Where  the  flow  of  work  cannot  lie  controlled  and 
where  reasonable  stability  of  output  must  be  main¬ 
tained  by  indirect  administrative  methods. 

4.  Where  the  work  of  employees  is  inter-related, 
and  the  output  depends  upon  group  co-operation. 

5.  Where  the  incentive  is  used  to  meet  an  emergency, 
as  P.  M.’s  and  prizes  in  selling  departments. 

Control  of  Production  Rate  Varies 

The  recognition  of  situations  where  management  can 
completely  control  the  flow  of  work,  i>artially  control 
or  only  indirectly  affect  any  measure  of  control,  is 
fundamental  in  the  choice  of  incentive  plans.  The 
difference  in  possibility  of  control  does  not  mean  that 
incentive  payment  must  be  avoided  in  one  case  and  used 
in  the  other,  but  it  does  mean  that  the  degree  of  pro¬ 
tection  given  to  the  employees  by  a  guaranteed  base 
rate  must  be  greater,  and  the  attention  of  management 
more  constant,  where  operating  conditions  are  flexible, 
than  where  standards  can  l)e  set  up  by  preliminary 
study  and  uniform  conditions  maintained  by  control. 

The  merchant  has,  in  his  organization,  each  of  these 
graduations  in  a  jxjssibility  of  control,  under  the  fol¬ 
lowing  headings : 

1.  In  direct  selling  where  the  control  can  only  be 
indirect. 

2.  In  work  rooms  where  the  control  can  be  fairly 
strong,  but  with  great  difficulty  of  setting  definite 
standards. 

3.  In  marking  room  and  office  work,  where  control 
of  floor  work  and  the  amount  of  work  is  such  that  very 
definite  standards  can  be  set. 

There  are  many  wage  payment  systems  already 
worked  out  and  adapted  to  these  various  types  of 
work,  that  have  lieen  tested  over  and  over  again  and 
found  successful  if  properly  operated.  There  is  no 
necessity,  or  hardly  the  possibility,  of  adopting  new 
methods  of  wage  payment  systems  or  incentive  plans. 
Good  management  will  try  to  operate  some  of  the  pres¬ 
ent  existing  systems,  and  will  adapt  definite  systems  to 
definite  kinds  of  work. 

Three  Types  of  Incentives 

In  general  the  incentive  payment  plans  take  one  of 
the  three  following  forms : 

1.  A  low  rate  per  unit  is  paid  to  the  worker  who 
fails  to  reach  the  standard,  and  a  higher  rate  for  the 
entire  product  to  the  worker  who  attains  or  exceeds 
the  standard. 

2.  A  guaranteed  rate  per  hour  is  paid  regardless  of 
the  time  taken,  and  in  addition,  a  bonus  of  20  to  50 
per  cent  (usually  one-third)  of  the  time  allowed,  if  the 
worker  equals  or  exceeds  the  standard. 

3.  A  guaranteed  day  rate  and  a  bonus  graduated 
according  to  the  efficiency  attained  or  the  time  taken  to 
reach  the  standard. 
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'I  lie  first  involves  a  rifjid  adherence  to  the  standard, 
and  pays  the  same  rate  above  and  lielow  the  quota  to 
the  worker  who  attains  standard,  and  a  lower  rate  to 
th<  ise  who  do  not.  The  second  jjuarantees  a  minimum 
paiment  for  the  time  worked,  hut  pays  a  substantial 
bonus  in  addition  if  the  standard  is  reached.  The  third 
guarantees  a  minimum,  hut  pays  a  iiercentage  for  im¬ 
provement.  All  the.se  plans  involve ; 

(a)  The  development  of  a  procedure  for 
doing  the  work. 

(h)  The  elimination  of  unsound  steps. 

(c)  The  training  of  workers  in  the  new  pro¬ 
cedure. 

In  departments  where  work  can  lie  controlled,  the 
method  of  payment  is  the  last  place  to  begin.  The 
systems  should  not  be  thought  of  as  a  test  of  the  em¬ 
ployee’s  ability  to  attain  speed,  but  as  an  incentive  to 
management,  a  test  of  management’s  ability  to  maintain 
standards  which  make  extra  compensation  possible. 

Use  of  Averages 

Where  the  time  to  do  the  work  cannot  lie  easily 
predicted,  more  flexible  incentives  than  those  just  de¬ 
scribed  must  be  found.  Since  the  time  to  do  a  partic¬ 
ular  job  cannot  be  exactly  determined,  one  must  use 
the  average  time  shown  by  past  performance.  This 
involves  study  of  records  and  allowance  for  any  im¬ 
proved  methods  which  can  be  introduced.  A  premium 
or  bonus  may  then  be  paid  for  any  improvement  lietter 
than  average.  The  object  of  this  plan  is  to  carefully 
ascertain  the  previous  time  of  doing  each  job,  guaran¬ 
tee  the  basic  wage,  and  offer  the  worker  a  percentage 
of  the  wage  for  any  percentage  of  improvement  which 
he  is  able  to  show  over  the  past  average. 

The  most  difficult  situation  in  which  to  work  out  a 
“fair”  wage  incentive,  is  where  the  volume  of  work  is 
outside  the  control  of  either  worker  or  manager,  as  is 
true  in  selling.  Here  the  effect  of  incentive  payment 
dei)ends  upon  the  ability  of  employees  to  take  ad¬ 
vantage  of  a  SPURT.  The  time  between  SPURTS 
must  be  used  in  preparatory  work  to  l)e  ready  for  a 
rush  when  it  comes.  Management  must ; 

1.  Aid  the  employee  in  ways  to  use  idle  time 
— dating  checks. 

2.  Give  interest  to  job  by  putting  responsi¬ 
bility  for  control  as  much  as  possible  uixm 
the  employee. 

3.  Make  its  quotas  possible  by  an  inducement 
to  move  to  ]X)ints  where  work  is  accumu¬ 
lating,  and  by  training  in  a  variety  of  jobs. 

Control  in  such  situations  is  indirect  and  must  l)e 
flexible.  While  there  is  much  yet  to  be  done  in  per¬ 
fecting  the  units  of  measurement  and  in  recognition  of 
the  intangible  contributions  of  employees,  we  will  get 
nowhere  unless  we  can  get  sales  clerks  thinking  in 
terms  of  how  best  they  can  serve  the  customer;  put 
re.sjMinsihility  back  uixin  the  clerk  and  supplement  their 
work  by  more  analysis  of  the  kind  of  stock  which  is 
selling,  and  the  normal  rapidity  with  which  it  sells  in 
different  periods.  Elimination  of  OUT  OF  STOCK  in 
staple  commodities,  would  do  much  to  improve  sales 
incentive  svstems. 


Where  the  work  is  inter-related,  t)r  where  the  group 
can  substitute  for  each  other,  there  is  an  opportunity 
to  use  group  incentives.  Merchants  could  well  give 
more  attention  to  this  form  of  payment.  It  involves  a 
guaranteed  individual  wage,  and  the  selection  of  a  unit 
in  which  to  measure  group  output.  The  Ikmuis  must 
be  based  upon  the  unit  best  adapted  to  defining  the 
task  and  measuring  the  results.  The  unit  chosen  should 
express  the  real  purpose  of  the  work  done: 

1.  In  accounting  it  may  l)e  the  number  of 
checks  written. 

2.  In  bookkeeping  the  numlier  of  accounts 
handled. 

3.  For  order  clerks,  the  orders  written  or 
received. 

4.  For  filing  clerks,  the  pieces  of  mail. 

5.  For  mailing,  the  pounds  of  mail  received 
and  sent  out. 

If  variation  in  the  unit  greatly  affects 
the  time  required,  then  one  must  balance 
by  the  use  of  a  number  of  units.  It  may 
be  the: 

(a)  Amount  of  waste  saved. 

(b)  The  number  of  errors  prevented. 

(c)  The  number  of  out-of-stocks  antici¬ 
pated  in  merchandise  control. 

Selling  Department  Incentives 

Selling  incentives  must  l)e  unlike  those  worked  so 
successfully  in  factories  and  work  rooms,  and  on  some 
jobs  in  non-selling  departments,  the  basic  difference 
being  that  in  selling  the  flow  of  work  is  sporadic  and 
beyond  the  control  of  the  management  and  worker. 
You  cannot  say  a  salesperson  must  tick  off  so  many 
transactions  per  hour,  because  the  work  is  not  there 
at  all  in  one  hour  and  an  avalanche  is  there  the  next. 
Hence,  in  looking  about  for  selling  incentives  we  must 
l)e  more  occult  than  the  use  of  a  stop  watch  in  determin¬ 
ing  the  production  rate  in  a  factory  where  each  hour 
an  employee  and  his  machine  should  turn  out  so  many 
units  of  work. 

The  attached  chart  shows  the  many  factors  that  go 
toward  making  up  actual  sales,  and  should  demonstrate 
the  impossibility  of  setting  exact  standards. 
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Ihere  Is  a  NEW  DEAL 

In  TEXTILES 


THERE  is  a  new  deal  in  selling  textile  merchandise,  both  to  the 
'  retailer  and  the  ultimate  consumer.  Cheapness  in  price  is  not 
the  lure  it  once  was,  because  all  prices  are  now  low  enough 
to  take  the  brakes  off  of  consumer  demand.  The  retail  buyer 
and  consumer  alike  know  quality,  and  with  costs  down  they  will 
not  be  satisfied  with  the  inferior  goods  of  yesterday. 

CUB-STANDARD  merchandise  in  size  and  fabric  construction, 
^  over-weighted  and  fugitive  dyed  silk,  reworked  wool,  stretch¬ 
ed  cotton,  inferior  and  weak  rayon  have  all  had  their  day.  The 
new  demand  is  for  textiles  that  are  really  made  for  consumer 
use,  instead  of  for  sale  at  the  lowest  advertised  price. 


ITS  a  great  year  for  fundamentals — for  sound  reasoning  and 
*  sound  practices.  Its  a  great  year  for  putting  into  practice  again 
the  standards  of  merchandise  quality  most  of  the  successful 
stores  have  adhered  to  in  holding  consumer  confidence  and 
good  will.  The  demand  for  ""  quality,'"  as  such,  is  coming  back 
with  the  return  of  prosperous  times. 


Ask  us  to  furnish  information  on  tested  specifications 
for  buying  consumer  quality  textile  merchandise. 


Better  Fabrics  Testing  Bureau 

225  West  34th  Street,  New  York  City 
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The  Prize  Winning  Essay 

The  Ernest  Katz  Award 


At  the  eleventh  annual  convention  of  the  Con¬ 
trollers’  Congress,  held  in  Washington,  D.  C., 
May  25th  to  28th,  the  Ernest  Katz  Award  of 
$100.00  was  bestowed  upon  Miss  Francis  I.  Rim- 
hach,  Director  of  Research,  Specialty  Stores  Asso¬ 
ciation,  for  her  paper  entitled,  “Departmental 
Profits’’  submitted  in  competition  with  thirteen 
other  essays. 

The  announcement  of  the  contest  was  made  in 
several  issues  of  The  Bulletin,  also  in  a  special 
notice  to  all  members  of  the  Congress. 

The  committee  of  award  consisted  of :  M.  K.  C. 
Richmond,  Abraham  &  Straus,  Inc.,  Brooklyn, 
N.  Y.,  Chairman;  Dean  Norris  A.  Brisco,  School 


of  Retailing,  New  York  University;  Mr.  Hector 
Suyker,  L.  Bamberger  &  Co.,  Newark,  N.  J. 

The  essays  were  judged  on  the  basis  of  thorough¬ 
ness  of  handling  of  a  subject  of  general  interest 
to  the  retail  craft,  originality  of  thought  and  prac¬ 
ticability  of  recommendations  mentioned. 

Because  of  the  excellence  of  all  of  the  papers 
submitted,  the  committee  asked  the  Board  of  Di¬ 
rectors  to  appropriate  a  second  award  of  $50.00. 
The  l)oard  approved  this  additional  award  in  favor 
of  the  committee's  second  choice,  Mr.  Fred  E. 
King  of  Ed.  Schuster  &  Co.,  Inc.,  Milwaukee, 
Wis.,  whose  paper,  “The  Coordination  of  Manage¬ 
ment  with  the  Business  Cycle”,  will  appear  in  a 
later  issue  of  The  Bulletin. 


Departmental  Profits 

By  Frances  I.  Rimbach,  Director  of  Research,  Specialty  Stores  Association,  New  York  City 
Winner  of  the  1931  Ernest  Katz  Award 

(This  is  part  one,  the  second  section  will  appear  in  the  July  issue  of  The  Bulletin — The  Editor.) 


There  is  a  growing  feeling  among  retail  stores 
that  it  is  a  waste  of  time  to  attempt  to  arrive  at 
departmental  profits — in  fact  that  they  have  very 
little  significance. 

The  store,  some  owners  will  tell  you,  is  run  as  a 
unit:  each  department,  whether  in  itself  highly  profit¬ 
able  or  not,  brings  business  to  the  other  departments 
and  the  entire  store  renders  a  service  to  the  customer 
which  would  be  incomplete  if  the  less  profitable  de¬ 
partments  were  eliminated.  With  this  premise  I  make 
no  quarrel.  It  is  not  my  purpose  to  sell  departmental 
profit  figures  to  those  stores  who  make  no  use  of 
them.  But  to  most  merchants,  accurate  profit  figures 
would  be  immensely  useful. 

The  real  reason  for  the  tendency  to  do  without  de¬ 
partmental  profit  figures  is  not  a  disinterest  in  them 
but  a  growing  realization  that  profits  figured  on  the 
generally  accepted  methods  of  today  are  inaccurate  and 
actually  deceive  the  executives  who  would  be  guided 
by  them. 

Why  should  these  profit  figures  be  inaccurate  ?  Most 
controllers  will  answer,  “Expense.  To  get  absolutely 
accurate  figures  would  burden  the  store  with  an  ex- 
l>ense  it  could  not  bear.  An  approximation  is  the  best 
we  can  do.”  Absolute  accuracy  would  be  too  exjien- 
sive,  I  admit,  because  absolute  accuracy  would  be  all 
but  impossible. 

Practical  accuracy,  however,  could  lie  obtained  at  a 
small  cost  in  the  time  now  wasted  in  every  store  on 
much  less  important  detail.  It  is  the  purpose  of  this 
paper  to  point  out  some  of  the  ways  in  which  reliable 
profit  information  may  be  had  at  small  additional  ex- 
l>ense — perhaps  at  no  additional  expense  at  all. 


Obviously  the  chief  reason  for  inaccuracy  is  because 
the  expense  of  the  store  is  not  distributed  to  the  de¬ 
partments  on  an  exact  basis.  Still  another  reason  is  that 
cash  discounts  are  not  credited  to  the  departments  as 
they  should  be.  Both  of  these  facts — and  particularly 
the  former — are  recognized  by  many  controllers.  In¬ 
deed  many  stores  have  instituted  systems  to  make  their 
profit  figures  more  exact,  but  the  majority  are  still 
afraid  that  correct  profit  accounting  would  only  result 
in  profit  elimination. 

The  proration  of  expense  and  the  crediting  of  cash 
discounts  I  will  take  up  separately. 

Proration  of  Expense 

At  the  meeting  of  the  Controllers’  Congress  in  May 
1929,  the  Committee  on  the  Revision  of  the  Expense 
Manual  recommended  that  the  cost  finding  method  of 
proration  be  adopted  in  all  stores.  The  report  said, 
“Only  in  this  way  can  true  costs  and  profits  be  re¬ 
flected  and  the  facts  obtained  on  which  the  manage¬ 
ment  may  confidently  act.”  By  “cost  finding”  the  com¬ 
mittee  meant  that  each  item  of  expense  which  could 
not  be  charged  direct  to  one  department  should  be 
scrutinized  and  distributed  to  departments  in  pro¬ 
portion  to  each  department’s  actual  participation  in  the 
expense. 

The  report  of  the  committee  was  a  worthy  docu¬ 
ment.  It  was  the  result  of  the  deep  thinking  of  men 
who  had  been  selected  because  their  achievements  in 
the  profession  had  already  won  for  them  deep  regard 
and  respect.  Yet  in  a  very  few  minutes  of  discussion 
from  the  floor  their  report  was  discarded.  WHY? 

One  reason  advanced  by  some  speakers  on  the  floor 
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1930  MERCHANDISING 

AND 

OPERATING  RESULTS 

A  48  page  report  containing  24,000  figures 
that  will  answer  hundreds  of  questions  for 
retail  executives,  merchandise  managers, 
store  managers,  sales  promotion  managers, 
as  well  as  controllers  and  general  man* 
agers. 

Answers  to  these,  and  many  other  im¬ 
portant  questions,  instantly  available: 

What  was  the  typical  markdown  figure  for 
gloves  in  a  store  doing  $3,500,000? 

What  was  the  gross  margin  obtained  by  the 
more  successful  hosiery  departments  in  stores 
doing  $5,000,000? 

Was  your  publicity  expense  for  Basement  Girls’ 
&  Infants’  Wear  out  of  line? 

Which  of  your  non-profitable  departments  re¬ 
turned  a  profit  to  most  stores  of  your  volume? 

Was  your  gross  margin  too  low  or  your  expense 
too  high  on  your  Women’s  Coats  &  Suits  de¬ 
partment? 

How  does  your  average  sale  compare  with  that 
of  similar  stores? 

What  was  the  figure  for  “Annual  Sales  per  Em¬ 
ployee”  in  stores  of  $1,000,000? 

If  you  use  figures  to  plan  merchandise 
and  expense  operations,  you  need  this  48 
page  report 
Price  $5.00 


Special  to  iiieiiibers  of  the  N.  R.  D.  G.  A. 
and  Controllers’  Congress 
$2.50 

Additional  copies  $1.50  each 
- Lse  this  Order  Form - 

CONTROLLERS’  CONGRESS. 

225  West  34th  Street. 

New  York,  N.  Y. 

Please  send  us  .  copies  of  the  1930  Mer¬ 

chandising  and  Operating  Results. 

Store  . 


Per 


was  that  comjjarabilily  could  only  be  achieved  if  each 
store  used  the  same  Imsis  of  proration.  This  wituld 
l)e  true  only  if  conditions  were  the  same  in  each  store. 

It  would  be  as  logical  to  argue  that  mark-down  figures 
were  not  comparable  unless  every  store  adopted  a  uni¬ 
form  method  of  marking  down  all  goods  10  jier  cent 
after  they  had  been  in  stock  three  months.  The  need 
for  mark-downs,  however,  depends  upon  the  goods 
themselves,  the  foresight  with  which  they  were  lx)ught, 
the  care  they  received  in  stock-keeping,  the  cleverness 
of  the  salespeople.  We  are  not  interested  in  comparing 
bookkeeping  methods  but  the  actual  markdowns  nec¬ 
essary.  Then  we  have  a  means  of  comparing  the  mer¬ 
chandising  and  o|)erating  results  of  each  store  sub¬ 
mitting  figures.  Similarly,  a  proration  of  expenses  l)ased 
on  an  arbitrary  Ixjokkeeping  method,  rather  than  on 
the  actual  exj^enses  incurred,  does  not  help  us  to  see 
which  departments  are  actually  profitable,  or  help  one 
store  to  comj>are  the  efficiency  of  its  oj^eration  with 
another.  One  illustration  was  brought  out  on  the  floor 
during  the  discussion;  a  fur  coat  department  operating 
on  a  regular  charge  basis  as  against  a  similar  depart¬ 
ment  allowing  deferred  ])ayments.  It  was  argued  that 
to  get  comparable  figures  all  stores  must  distribute 
credit  office  expienses  on  a  lasis  of  sales.  On  the  con¬ 
trary,  unless  expienses  were  distributed  on  different 
bases  in  these  two  stores  which  would  fairly  apportion 
to  each  its  share  of  the  credit  office  expense,  the  store 
allowing  deferred  payments  could  not  compare  itself 
with  other  stores  to  see  how  seriously  the  deferred 
payment  px)licy  ate  into  its  pirofits. 

Viewpoint  of  Smaller  Store 

Furthermore,  the  repiort  was  pffirased  too  much  in 
the  language  of  the  large  store.  T'he  small  stores  were 
scared,  and  justly.  Let  me  quote  the  report  again: 
"That  the  recommendations  given  involve  a  study  of 
the  store  and  its  individual  departments,  almost 
amounting  to  an  industrial  engineering  study  is  ad¬ 
mitted”.  This  one  sentence  alone  would  send  any  con¬ 
troller  with  a  limited  budget  running  to  cover. 

The  lark  of  the  repiort  was  fearsome  but  its  bark 
was  worse  than  its  bite.  Since  the  Committee  repM)rt 
talked  in  generalities,  it  gave  the  imp)ression  that  many 
detailed  lases  of  piroration  were  necessary  to  estalflish 
true  cost  finding.  Many  bases  are  necessary  to  cover 
every  p)ossible  condition  that  might  pirevail  in  every 
store  in  the  country,  but  if  we  will  get  down  to  sp)ecific 
examp)les  we  will  find  that  only  a  relatively  few  bases 
are  necessary  to  cover  the  conditions  in  any  one  small 
or  average  store  and  that  the  number  grows  slowly 
even  in  the  larger  store.  “Cost  finding"  in  the  very 
large  store  might  develop)  into  an  industrial  engineering 
study.  It  needn’t  hut  it  might.  But  then,  the  store  large 
enough  for  this  to  be  possible  could  afford  it  and  never 
miss  a  p^enny.  The  average  store,  the  medium  store 
and  even  the  small  store,  can  face  “cost  finding”  square¬ 
ly  with  the  assurance  that  it  can  illuminate  his  p)rofits 
without  consuming  them. 

Come  out  of  your  hiding,  Mr.  Controller,  and  face 
the  enemy.  Sit  down  with  your  expaense  ledger.  Spjend 
a  whole  day  studying  it,  if  necessary.  It  will  be  time 
spjent  that  will  never  need  to  be  spient  again.  A  day 
isn’t  so  much  if  it  settles  a  problem  for  eternity.  Write 
down  for  each  individual  expjense  account  just  how 
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that  exi)ense  should  be  distributed  to  the  departments 
it'  each  department  is  to  get  its  just  share.  (Iroup  the 
exjK’nses  under  the  different  methods  of  distribution 
you  have  thought  out.  I’ll  wager  at  the  outside  you 
won’t  have  twenty  different  Imses  of  distribution  and 
It  will  prol)ably  l)e  nearer  ten.  If  you  do  find  twenty, 
look  them  over  again.  Some  expenses  to  which  you 
have  given  an  individual  basis  of  distribution  will  lie 
verv  small — so  small  that  it  would  lie  absurd  even  for 
a  ct)st  finding  enthusiast  to  make  a  separate  proration 
of  them.  Some  bases  will  l)e  found  to  give  almost 
the  same  net  result  as  other  liases  and  the  expenses  of 
two  may  lie  combined  under  one.  .'\gain  you  may  have 
given  a  wrong  interpretation  to  the  necessity  of  some 
exjiense. 

lilevator  ojierators  are  a  good  example.  In  your 
first  analysis  you  may  get  the  inspiration  to  apportion 
elevator  ojierators  to  all  departments  above  the  first 
floor,  in  jiroportion  to  the  numlier  of  customers  en¬ 
tering  each  de^iartment.  It  would  lie  an  industrial 
engineering  project  to  determine  the  cost  of  carrying 
each  customer  to  each  department.  Realizing  the  im- 
|X)ssibility  of  this  you  may.  on  second  thought,  decide 
to  apjiortion  these  elevator  ojierators  on  the  basis  of 
the  number  of  transactions  in  each  department  alxive 
the  first  floor.  The  net  results  would  lie  approximately 
the  same.  Still  you  may  have  only  two  elevator  o|)era- 
tors  and  it  does  .seem  a  lot  of  work  to  figure  these 
pro]K)rtions  for  so  small  an  item  of  e.xjiense. 

Rent 

Is  there  some  other  method  of  distributing  this  ex- 
jiense  which  would  give  an  equitable  distribution  with 
less  work?  Why  not  add  them  to  Fi.xed  Plant  &  Equip¬ 
ment  Costs  for  jiroration  purjxises?  You  have — or 
will  have — worked  out  an  equitable  basis  for  charging 
the  departments  with  rent.  In  an  office  building  eleva¬ 
tor  service  is  included  in  the  rent.  Why  not  in  a 
store?  As  a  matter  of  fact  your  upper  fl(X)rs  have  a 
rental  value  only  because  they  have  elevator  service. 
When  you  determine  how  much  rent  to  charge  your 
fourth  floor  you  can  truly  say,  “With  elevator  service 
it  is  worth  15  i)er  cent  of  the  entire  building.  Without 
elevator  service  it  is  worth  only  3  per  cent.  I  will, 
therefore,  add  elevator  ojx^rators’  salaries  to  my  other 
Fixed  Plant  &  Equi])ment  Costs  and  charge  the  floor 
15  ];er  cent  of  the  total.’’ 

Isn't  it  fair  and  isn’t  it  easy?  You  have  eliminated 
one  basis  of  jiroration  where  the  ex]K*nse  was  absurdly 
small.  You  have  combined  it  with  another  basis  that 
will  give  you  even  more  accurate  net  results  and  you 
have  given  a  correct  interpretation  to  the  necessity  of 
the  ex])ense.  Your  first  idea  would  not  only  have  been 
difficult  to  execute  but  would  not  l)e  nearly  as  accurate 
in  determining  the  value  of  the  elevators  to  the  depart¬ 
ments.  The  elevators  might  take  more  customers  to 
the  second  floor  than  to  the  fourth,  but  don’t  they  really 
raise  the  rental  value  of  the  fourth  more  than  they  do 
of  the  second  ?  Could  even  the  largest  store  do  a  l)etter 
“cost  finding’’  job  than  that? 

So  go  through  your  ledger  and  study  the  relation 
of  each  exf)ense  to  each  department.  You  do  not  need 
a  manual.  You  know  best  the  conditions  prevailing  in 
your  store.  Only  two  rules  would  I  lay  down  in 
determining  the  teses  for  proration  in  vour  store.  BE 
HONEST  IN  YOUR  THINKING  AND  NEVER 
PRORATE  ON  THE  BASIS  OF  SALES. 


HERESY  !  !  Never  prorate  on  the  lasis  of  sales  !  ! 
What  new  red  propaganda  is  thisf  Yes,  be  I  Bolsheviki, 
Communist,  Socialist,  Republican,  Democrat,  Progres¬ 
sive  or  what  have  you,  I  .stick  to  my  guns :  Nei’er 
f'rorate  on  the  basis  of  sales,  for  what  does  it  mean 
to  get  a  i)ercentage  of  profit  to  .sales  if  the  sales  them¬ 
selves  determine  the  amount  of  that  profit?  If  you 
have  not  found  a  more  equitable  distribution  for  every 
ex])ense  than  the  sales  basis  you  simply  have  not 
thought  far  enough. 

Let  us  work  out  a  concrete  example  of  a  simplified 
"cost  finding’’  system.  We  must  first  determine  the 
lasis  of  proration  for  each  exj^ense,  then  regroup  all 
the  expenses  under  the  various  bases  of  proration  de¬ 
termined  upon.  The  distribution  of  these  group  totals 
will  then  l)e  simple. 

Proration  of  Expense 

I  will  be  glad  to  give  suggestions  but  only  with  the 
understanding  that  those  suggestions  be  interpreted 
as  illustrations  and  not  as  recommendations.  Condi¬ 
tions  vary  in  every  store  and  the  whole  “cost  finding’’ 
system  stands  or  falls  according  to  its  adaptability  to 
those  conditions.  There  is  a  proration  basis  which  will 
give  reasonably  accurate  distribution  of  ex^iense  under 
every  condition.  It  is  up  to  the  individual  store  to 
discover  these  bases. 

Administratk’e  expenses — I  will  reserve  comments 
on  this  group  of  expenses  until  the  end  for  reasons 
that  will  then  l)e  obvious. 

Operating  and  Housekeeping — Certain  o])erating  and 
housekeeping  exj)enses  should  lie  home  in  proration 
to  the  actual  space  used  and  others  according  to  the 
value  of  the  space.  Elevator  salaries,  uniforms  and 
repairs  we  have  already  discussed.  Repairs  to  build¬ 
ing  and  fixtures  which  enhance  the  value  or  attractive¬ 
ness  of  one  or  a  few  departments  should  l)e  charged 
flirect  to  those  departments.  Ex^jenses  to  kee])  the 
building  in  a  state  of  repair  such  as  rcKjfing  rei>airs, 
glass  replacement,  etc.  keep  u]>  the  rental  value  of  the 
building  and  should  therefore  be  iKjrne  by  dei)art- 
ments  in  proportion  to  the  value  of  the  space  they 
occui)y.  Housekeeping  and  cleaning  salaries  and  sui>- 
])!ies  should,  of  course.  l)e  charged  in  proportion  to 
sjjace  regardless  of  value. 

Fixed  Plant  and  Equiptnent  Costs — The  Fixed  Plant 
and  Equipment  costs  section  of  the  new  manual  is  a 
new  set-up  for  the  old  rental  account  in  the  original 
manual,  including  rentals  and  all  items  paid-in-lieu- 
of-rent  on  owned  property,  such  as  interest,  taxes, 
depreciation,  etc.  d'hese  e.x])enses  should,  of  course, 
be  distributed  to  dejjartments  according  to  the  value 
of  the  space  they  occupy.  Because  “value”  is  only  a 
mental  conception,  as  many  jieople  as  possible  should 
l)e  asked  to  help  in  the  evaluation  of  the  s])ace.  This 
study  will  be  the  nearest  to  an  industrial  engineering 
survey  that  the  average  or  small  store  will  come,  but 
a  thorough  and  careful  survey  will  l)e  worth  while  if 
dejKirtmental  profit  figures  l)e  expected  to  tell  a  true 
.story.  The  occupancy  charge  is  the  largest  distributed 
expense  a  department  bears  and  therefore  it  should  be 
apportioned  the  most  carefully.  A  great-  consolation 
is  that  once  the  ratios  are  set  they  are  good  for  a  long 
time.  While  it  is  the  duty  of  the  Controller  to  watch 
Real  Estate  values  in  his  district  and,  if  there  is  any 
Light,  Heat  and  Power  will  ordinarily  be  distributed 
on  the  basis  of  number  of  square  feet  occupied  by  each 
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appreciable  fluctuation,  to  revise  his  own  scale  of  values, 
the  relative  values  of  different  floors  will  be  much  less 
apt  to  change  than  the  entire  value  of  the  property. 
Therefore,  it  may  be  many,  many  years  before  a  redis¬ 
tribution  of  these  expenses  need  be  made. 

Each  floor  should  first  be  estimated  for  its  rental 
value  with  elevator  service.  Estimates  should  be  ob¬ 
tained  on  the  rental  value  of  floors  in  other  buildings 
in  your  locality.  Be  sure  to  find  the  amount  of  window 
space  available  with  ground  floor  rentals.  Tr>’  renting 
only  the  window  space  in  other  buildings.  Two  or 
three  real  estate  experts  should  help  you  in  estimating 
what  rent  you  could  command  for  your  various  spaces, 
if  you  decided  to  close  up  certain  floors  or  rent  a 
portion  of  your  windows.  In  this  way  each  floor  and 
the  windows  would  be  given  a  definite  valuation.  If 
you  have  windows  on  two  or  more  streets  they  should 
be  estimated  separately. 

Value  of  Floor  Space 

The  relative  value  of  the  space  on  any  one  floor  is 
the  next  consideration.  A  good  source  of  estimation 
on  this  point  is  your  buyers  and  merchandise  managers. 
Ask  your  buyers  how  they  think  their  business  would 
be  affected,  in  changing  from  one  location  to  another. 
Perhaps  your  layout  is  such  that  one  location  is  as 
desirable  as  another.  This  is  truer  in  the  smaller  stores. 
But  if  you  find  that  it  is  the  general  opinion  that  one 
area  or  one  floor  is  preferable  to  another  see  that  the 
department  using  it  is  assessed  accordingly. 

Assign  to  the  general  officers  a  charge  which  would 
be  justifiable  if  the  space  had  to  be  rented  separately 
or  could  be  used  for  selling.  In  the  very  large  store 
separate  estimates  should  be  made  for  the  Auditing 
department,  the  Accounts  Payable  department,  the 
Accounts  Receivable  and  Credit  Office  (one  total)  and 
the  Advertising  Office.  Inasmuch  as  this  paper  is 
taking  up  primarily  the  problem  of  the  medium  or 
small  store,  where  all  accounting  clerks  are  quartered 
in  one  large  room,  one  estimate  for  the  entire  Admin¬ 
istrative  and  Advertising  offices  would  be  sufficient,  un¬ 
less  the  space  of  the  Advertising  department  is  separate 
and  large  enough  to  warrant  an  individual  estimate. 
The  offices  of  the  buyers  and  merchandise  men  should 
be  included  in  the  space  measured  for  the  individual 
selling  departments.  The  value  of  stock  room  and 
marking  room  space  allotted  to  individual  departments 
should  be  added  to  the  value  of  their  selling  space. 
Space  of  a  centralized  receiving  and  marking  room 
should  be  set  up  in  a  separate  estimate.  Alteration  and 
workrooms  should  have  separate  estimates,  also  de¬ 
livery  and  shipping  rooms.  If  your  garage  is  housed 
in  the  same  building,  a  separate  estimate  should  be 
obtained  upon  that  also.  Storage  space  for  fixtures 
and  equipment  should  be  added  to  window  space,  if  the 
articles  stored  are  mainly  window  display  fixtures. 
Other  storage  space  may  be  added  with  general  offices 
or  to  any  selling  or  non-selling  department,  if  the  space 
used  for  the  storing  of  specific  fixtures  is  appreciable. 
Waste  space  must  also  be  estimated  at  its  true  value. 

Having  agreed  upon  a  dollar  valuation  for  all  space 
in  the  maim  building  and  annexes,  add  to  the  estimation 
of  any  department  the  price  of  space  hired  outside  for 
the  specific  use  of  that  department,  such  as  office  space, 
garage,  windows,  etc.  Add  the  dollar  valuations.  The 
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total  should  come  approximately  to  the  total  of  your 
actual  costs  (exclusivfe’  of  interest  and  depreciation  on 
fixtures  and  equipment),  though  your  actual  expenses 
will  probably  be  slightly  lower  than  the  sum  of  your 
estimations.  If  your  actual  charges  are  considerably 
lower  than  your  estimated  rental  value,  this  difference 
must  of  course  be  made  up  by  an  adjustment  charged 
as  interest.  (See  the  expense  manual  for  this  practice.) 
If  your  actual  expenses  are  much  higher  than  your 
estimates,  no  adjustment  should  be  made.  You  are 
merely  paying  more  than  you  should  for  some  item 
of  expense  and  a  careful  expense  survey  should  be 
made. 

The  bare  space  charge  so  determined  upon,  must  be 
further  augmented  by  the  interest  and  depreciation  of 
fixtures  and  decorations,  if  it  is  the  policy  of  the  store 
to  furnish  some  departments  more  lavishly  than  others. 
Where  all  departments  are  decorated  equally  well,  this 
item  need  not  enter  into  the  calculations  in  any  way 
but,  where  a  store  embraces  undecorated  basement  de¬ 
partments  on  one  extreme  and  gorgeous  French  rooms 
and  salons  on  the  other,  the  carrying  charges  on  the 
fittings  should  be  worked  out  equitably  for  each  depart¬ 
ment  and  added  to  the  space  estimate.  If  refurnishing 
is  done  often,  it  may  be  easier  to  make  up  an  entirely 
separate  proportion  on  these  items,  but  this  would  rare¬ 
ly  be  the  case  in  smaller  stores.  In  these  calculations 
we  can  also  apportion  to  the  accounting  offices  and 
workrooms  the  carrying  charges  on  special  equipment. 

When  the  total  valuations  so  arrived  at  have  been 
summed  up,  each  department  can  then  be  given  a  per¬ 
cent  to  the  total,  somewhat  as  follows: 


Selling  space 


Dresses 

9% 

Coats 

77o 

Millinery 

4% 

Etc.,  Etc. 

Window  space 

Alteration  rooms 
Cost  workrooms 
General  offices 

Receiving  and  Marking  room 
Delivery  and  Garage 
Waste  space  (part  of  basement 
not  used) 


70% 


18 

3 

1 

3 

1 

2 

9 


100  % 

At  the  seasonal  distribution,  each  selling  department 
will  receive  its  allotted  share  of  the  space  charge.  The 
space  charge  for  windows,  general  offices,  receiving  and 
marking  room,  and  delivery  and  garage,  will  not  be 
subtracted  from  Fixed  Plant  and  Equipment  costs  in 
your  ledger  or  your  accounting  disturbed  in  any  way. 
The  proper  amount  will  merely  be  added  to  the  re¬ 
spective  divisions,  in  order  to  prorate  these  costs 
equitably.  Space  charged  to  workrooms  and  alteration 
rooms  will  be  charged  to  these  workrooms  and  sub¬ 
tracted  from  exiiense  through  the  use  of  the  Contra 
Credit.  Similarly  waste  space  will  be  eliminated  from 
expense  through  the  Contra  Credit  and  charged  to 
“Other  Deductions.” 
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Description  of  a  Training  Department 

By  Dorothv  McCoy,  Director  of  Training,  Hochschiltl,  Kohn  &  Co.,  Baltimore,  Md. 

This  is  the  fourth  and  fifial  part  of  the  Description  of  the  Training  Department  of 
Hochschild,  Kohn  &  Company,  Baltimore,  Maryland. — The  Editor. 


The  Training  Representative,  whose  section  includes  the  Bureau  of  Adjustment, 
uses  the  attached  outline  in  training  individuals  or  resource  groups  for  desk  work 
at  the  Bureau  of  Adjustment. 

The  meeting  is  held  in  the  Training  Department,  following  which  the  new  person, 
or  the  group,  is  taken  to  the  Bureau  of  Adjustment  for  observation  and  practice. 


Bureau  of  Adjustment  Receiving  Procedure 

Content 

A.  Points  to  cover  in  teaching  procedure  for  Bur¬ 
eau  of  Adjustment  receiver  at  desk. 

Method 

I.  Explain  to  new  person  that  the  work  in  general 
covers  the  following  points : 

A.  Answering  telephone 

B.  Taking  complaints 

1 .  over  phone 

2.  at  desk,  in  person 

C.  Filing  tracers 

D.  Answering  customers’  questions 

II.  Explain  each  part  of  the  work  in  detail 

A.  Show  new  person  how  to  use  telephone  by 
demonstrating 

1.  Always  answer  telephone  by  saying  “Bur¬ 
eau  of  Adjustment” 

2.  Speak  in  a  low  voice  directly  into  the  re¬ 
ceiver  with  mouth  about  four  inches  from 
phone 

3.  Speak  in  a  pleasant  tone 

4.  At  end  of  transaction  say  “Good-bye,  Mrs. 
Jones”,  calling  customer  by  name 

5.  If  the  call  should  be  transferred  say  “Please 

transfer  this  call  to  department  . ”. 

Do  not  say  “Connect  this  customer.” 

6.  If  calling  someone  else  to  phone,  do  so 
promptly  and  tell  customer  that  you  have 
called. 

7.  Follow  up  to  see  that  person  called  to  phone 
answers 

B.  Show  new  person  how  to  take  messages 
1.  Over  phone 

a.  Complaints 

1.  If  the  first  time  customer  has  called, 
transfer  her  to  the  service  depart¬ 
ment 

2.  If  customer  has  complained  before 

a.  Locate  original  tracer 

b.  If  original  tracer  is  located  with 
one  of  boys  who  is  tracing — Take 


away  from  him — Mark  date  and 
“today  sure” — File  in  special  file 
by  name 

c.  Tell  her  that  the  merchandise  is 
lieing  looked  up.  If  customer  in¬ 
sists  on  having  merchandise  same 
day — Make  out  another  tracer — 
Write  “today  sure”  and  date  on 
bottom 

3.  If  tracer  should  be  made  out,  make 

out  in  duplicate  filling  in 

a.  Date 

b.  Your  number  in  “rec’d  by”  space 

c.  Name  and  address  of  customer 
Note:  If  charged  to  one  and  sent 
to  another  get  both  names  and  ad¬ 
dresses 

d.  Date  purchased 

e.  Boxes  for — item,  quantity,  color, 
size,  material,  price,  style,  depart¬ 
ment 

f.  Encircle  whether  cash  charge,  or 
c.o.d.  and  whether  merchandise  is 
not  delivered  or  short 

Note :  Get  full  information,  so  that 
a  person  unfamiliar  with  the  tracer 
can  follow  it  through  without  call¬ 
ing  customer  again 

g.  Calls 

a.  If  customer  asks  to  have  mer¬ 
chandise  called  for  at  her  home 
transfer  to  Service  Department 
except  if  merchandise  damaged 
— then  take  at  Bureau  of  Ad¬ 
justment 

b.  If  call  should  be  made  out 
1.  Fill  in 

a.  Date  when  call  is  to  be 
made 

b.  Date  of  the  present  day 

c.  Name,  address,  and  phone 

d.  Description,  quantity  and 
price  of  merchandise  to  be 
returned 
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e.  When  merchandise  was 
purchased 

f.  Correct  Department 

g.  Check  what  disposition  to 
he  made  of  mdse.,  such  as 
credit,  refund,  exchange, 
etc. 

h.  Date  and  item  on  custo¬ 
mer’s  receipt  tag 

2.  .\sk  if  to  he  credited  or  re¬ 
fund  sent  to  same  name  and 
address 

3.  Write  the  word  “damaged” 
across  call  tag  if  damaged 

2.  At  desk.  i)i  person 

a.  Complaints 

1.  If  customer  has  not  received  mer¬ 
chandise 

,\sk  when  purchased  and  look  on  de¬ 
livery  sheet  (kept  at  H  of  A)  for  two 
days  hack 

a.  If  entry  located  as  going  out  do 
not  make  out  a  tracer 

h.  If  shown  as  going  out  before  that 
date  make  out  a  tracer 

2.  If  merchandise  charged 

1.  Look  on  refer  list  from  accounts 
office 

a.  If  date  marked  in  front  of  de¬ 
partment  entry,  refer  customer 
to  department  of  accounts 

b.  If  no  date 

1.  Ask  customer  to  wait  a 
minute 

2.  Call  office  of  accounts  on  the 
]>hone  some  distance  away 
from  customer 

c.  If  office  says  merchandise  is 
being  held  say  to  customer 
“Will  you  go  to  the  Department 
of  Accounts,  as  there  seems  to 
be  some  mistake.” 

d.  If  office  says  merchandise  is  to 
to  be  released,  tell  customer 
merchandise  is  lieing  sent  and 
she  will  receive  it  on  the  next 
delivery 

b.  Calls 

1.  If  customer  wishes  merchandise 
called  for  make  out  call  tag 

2.  If  customer  received  card  asking  for 
correct  address 

a.  Look  in  file  for  “closed  out”  by 
credit  merchandise  department 

b.  Names  listed  alphabetically 
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c.  Write  on  card  from  file  “C.  .\.” 
and  correct  address  and  date. 

Note;  C.  .\.  means  Correct  .\(1- 
dress. 

3.  Show  new  |)erson  the  various  files  and  ix- 
jilain 

1.  Three  day  files 

a.  Duplicates  of  all  tracers  tiled  alpha¬ 
betically  for  three  days,  each  day 
separately 

1).  Duplicates  filed  according  to  name  of 
jierson  to  whom  merchandise  is  sent 

c.  ( )riginals  and  duplicates  matched  up 
each  morning  by  a  regular  girl. 

2.  Special  file 

1.  Contain  duplicates  of  all  ‘today  sure” 
tracers 

2.  Checked  through  at  various  times 
during  the  day 

3.  Drawer  files 

1.  Contains  duplicates  of  all  complaints 
taken  through  the  service 

2.  Checked  up  in  morning  and  placed  in 
three  day  file 

C.  Answ'ering  customer's  questions 

1.  Tell  new  person  to  answer  customer’s  ques¬ 
tion  as  quickly  and  courteously  as  she  is 
able. 

2.  If  new  person  does  not  know,  tell  her  to 
ask  someone  else  at  the  desk 

3.  Learn  location  of  departments  in  store  for 
ease  in  answering  questions 

4.  Recognize  customers  waiting 
Note :  Explain  that  store  directory  test  will 
be  given  in  few  days  time. 

III.  Assignment 

A.  Have  new  person  make  out  a  tracer  for  a 
$10.50  rug  purchased  over  the  phone  twTD  days 
ago.  See  that  she  writes  out  complete  infor¬ 
mation. 

B.  Have  new  person  make  out  a  call  tag  for  a 
set  of  dinner  dishes. 

C.  Have  new  person  list  the  kind  of  files  kept 
at  the  Bureau  of  .Adjustment. 

IV.  Go  over  each  individual’s  work 

A.  Praise  if  correctly  done 

B.  Point  out  any  errors 

C.  See  that  corrections  are  made 

V.  Take  new  person  to  Bureau  of  Adjustment  to 
observe  actual  work. 
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Merchandising  and  Distribution 

By  D.  F.  Kelly,  President  of  The  Fair,  (^hieago,  and  President  of 
the  National  Retail  Dry  Goods  Association 

Address  delivered  before  the  Sixth  General  Congress  of  the  International  Chamber 
of  Commerce  at  IVashington,  D.  C.,  May  7,  1931 


Mr.  Chairman  and  Delegates  to  the  Congress 
ot  the  International  Chamber  of  Commerce; 

I  AM  honored  and  privileged  to  have  been  invited  to 
address  this  gathering  of  international  economic 
importance,  which  is  representative  of  the  leaders 
of  industry,  finance  and  trade  of  the  leading  commer¬ 
cial  nations  of  the  world.  The  current  economic  prob¬ 
lems  which  confront  us,  know  no  national  boundary 
lines.  They  are  international  in  character.  I  am  most 
certain  that  from  this  Forum  of  business  leaders  of  the 
important  countries  of  the  world,  there  will  result  a 
clearer  understanding  of  the  contributing  causes  of 
present  world-wide  economic  conditions ;  a  better 
knowledge  of  what  each  nation  is  doing  to  correct  such 
conditions  and,  most  important  of  all,  in  the  fostering 
of  .sound,  cooperative  effort  for  the  j)urix)se  of  restoring 
the  stability  of  business  and  the  prosperity  of  our 
people. 

Scope  of  the  Association 

As  President  of  the  National  Retail  Dry  Goods 
Association,  I  have  been  invited  to  address  this  plenary 
session  of  the  Congress  on  problems  of  Merchandising 
and  Distribution.  In  this  capacity  I  am  here  as  the 
spokesman  of  over  3700  dei>artment,  specialty  and  dry 
goods  stores  of  the  United  States,  doing  an  annual 
volume  of  business  of  approximately  four  and  a  half 
billion  dollars,  and  employing  upwards  of  half  a 
million  people.  Although  the  National  Retail  Dry 
Goods  Association  is  the  national  trade  organ¬ 
ization  of  the  retail  dry  goods  Craft  of  the  United 
States,  nevertheless,  it  embraces  within  its  membership 
retail  institutions  located  in  foreign  lands.  We  feel 
honored  in  having  on  our  membership  roster  as  research 
members  some  of  the  leading  retail  establishments  of 
Great  Britain;  the  Dominion  of  Canada,  the  Territory 
of  Hawaii,  India  and  Japan.  It  is  worthy  of  mention 
that  the  oldest  trading  company  in  America,  and  jier- 
haps  in  the  world,  The  Hudson’s  Bay  Company,  an 
organization  which  has  been  operating,  for  over  250 
years,  stores  and  trading  posts  throughout  the  Domin¬ 
ion  of  Canada,  holds  membership  in  our  National 
organization. 

The  purposes  of  the  National  Retail  Dry  Goods 
.Association,  are  to  foster  the  retail  store  trades, 
and  the  interest  and  well-being  of  those  engaged 
in  retail  distribution ;  to  diffuse  information  as 
to  matters  of  interest  to  retailers;  to  procure,  where 
desirable,  uniformity  and  certainty  in  the  customs  and 
usages  of  the  retail  trades  and  related  interests;  to 
promote  greater  cooperation  among  retailers;  to  foster 
the  interchange  of  ideas  and  systems ;  to  consider  and 
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concentrate  opinion  on  questions  affecting  the  financial, 
commercial  and  other  interests  of  its  members;  and  to 
promote  more  friendly  intercourse  among  business  men 
engaged  in  the  retail  business.  The  Association  also 
endeavors  to  promote  better  trade  relations  among  re¬ 
tailers  and  manufacturers,  wholesalers  or  jobbers  with 
whom  they  deal.  This  important  work  was  inaugurated 
in  1927  by  A.  Lincoln  Filene  (jf  Boston.  Surveys  have 
l)een  conducted  in  the  millinery,  silk  and  furniture  in¬ 
dustries,  in  order  to  find  out  the  nature  and  e.xtent  of 
e.xisting  evils  affecting  both  manufacturer  and  retailer, 
and  recommended  standards  of  j^ractice  have  been  pre- 
j)ared  for  the  pur{X)se  of  eliminating  these  abuses.  With 
the  cooperation  of  the  American  Arbitration  Ass'xria- 
tion,  facilities  have  l)een  made  available  for  members 
of  our  organization  to  arbitrate  differences  which  may 
arise  during  the  ordinary  course  of  business. 

The  Domestic  Distribution  Department  of  the 
National  Chamber  of  Commerce  has  prepared  re|x)rts 
(jn  “Distribution”  for  the  purpose  of  giving  the  Dele¬ 
gates  to  this  Congress  a  broad  picture  of  our  distribu¬ 
tive  machinery  in  the  United  States.  The  reports, 
which  I  understand  will  l)e  the  basis  of  discussion  at  a 
round-table  conference  this  afternoon,  treat  on  the 
problems  of  merchandising  and  distribution  in  a  master¬ 
ly  manner  and  in  far  more  detail  than  I  can  hope  to 
equal  within  the  time  allotted  to  me  on  this  program. 

Annual  Sales  Volume 

It  has  been  estimated  that  the  annual  volume  of  all 
retail  sales  in  the  United  States  amounts  to  forty-five 
billion  dollars  or  approximately  one-half  of  our 
national  income. 

In  our  Country  the  distribution  of  goods  to  the  ulti¬ 
mate  consumer  is  performed  by  different  types  of  retail 
institutions,  which  vary  in  organization  and  degree  of 
service  rendered.  The  relative  importance  of  these 
different  types  of  retail  institutions  liecome  evident 
when  I  tell  you  that  department  stores,  including  gen¬ 
eral  merchandise  stores,  do  approximately  sixteen  per 
cent  of  the  total  retail  trade;  chain  stores  eighteen  per 
cent;  mail  order  houses,  doing  a  mail-order  catalog 
business,  three  and  six  tenths  per  cent ;  company 
stores,  owned  and  operated  by  industrial  concerns 
primarily  for  their  employes,  three  per  cent;  house-to- 
house  canvassing  two  and  three  tenths  per  cent ;  con¬ 
sumers’  cooperative  stores,  four  tenths  of  one  per 
cent ;  and  independent  stores,  not  included  in  any  of 
these  classifications,  fifty-six  and  seven  tenths  per  cent. 
Under  this  latter  classification  would  be  grouped  the 
greatest  number  of  specialty  stores  of  our  Country 
dealing  in  one  or  more  related  lines  of  goods. 
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PROGRAM 

SIXTH  ANNUAL  CONVENTION 
MERCHANDISE  MANAGERS’  DIVISION 


BRIARCLIFF  LODGE,  NEW  YORK  FRIDAY,  JUNE  19th.  1931 

Theme — A  Re- Appraisal  of  Modern  Merchandising  Methods 
A  Stock  Taking  of  Recent  Developments  in  Merchandising 

The  purpose  of  this  meeting  is  to  permit  and  encourage  an  interchange  of  ideas  between  merchandise 
managers  on  a  number  of  the  most  important  problems  facing  retail  stores  at  the  present  time — to 
organize  a  merchandising  program  that  will  put  departments  on  a  sound  profit  basis. 


MORNING  SESSION 

Chairman — Neil  Petree,  President,  James  McCreery 
Company,  New  York,  N.  Y.,  Chairman,  Mer¬ 
chandise  Managers’  Division. 

9  ;00 — Registration 

9:30 — Keynote  Address — Developing  a  Profitable 
Merchandising  Program 
What  merchandising  policies  will  give  the 
greatest  amount  of  profit  during  the  next 
few  years? 

Oscar  Webber,  Vice  President  and  General 
Manager,  The  J.  L.  Hudson  Company, 
Detroit,  Michigan. 

10:00 — How  Can  Merchandising  Methods  Be  Adjust¬ 
ed  to  Lower  Price  Levels?  Do  Lower 
Price  Levels  Mean  Lower  Standards  of 
Quality  and  Consequent  Loss  of  Prestige? 
What  effective  steps  are  being  taken  to  place 
department  stores  into  as  profitable  a  posi¬ 
tion  as  they  were  when  commodity  prices 
were  as  low  some  years  ago  as  they  are 
on  today’s  markets  ? 

There  has  been  a  decided  downward  trend 
in  retail  price  lines  during  the  past  few 
months — customers  are  buying  at  lower 
prices.  The  result  is  that  stores  have  handled 
more  merchandise  in  order  to  get  the  same 
dollar  sales  volume.  Is  this  a  temporary 
condition,  or  may  we  expect  lower  price 
levels  to  prevail  for  several  years?  If  lower 
price  levels  are  likely  to  persist  for  several 
seasons,  how  can  department  stores  adjust 
their  expenses  to  meet  the  situation? 

Clay  Myers,  General  Merchandise  Manager, 
Joseph  Horne  Company,  Pittsburgh,  Pa. 

Ralph  Goldsmith,  General  Manager,  Lansburgh 
&  Bro.,  Washington,  D.  C. 

10:30 — Should  Initial  Purchase  Markup  Be  In¬ 
creased? 

Is  it  good  merchandising  policy  to  adhere 
to  a  conventional  initial  purchase  markup? 
Shouldn’t  merchandise  be  priced  at  the  figure 
which  will  produce  the  largest  gross  profit? 

As  a  means  of  increasing  net  profit,  in  the 
face  of  lowering  price  lines,  should  stores 
increase  the  initial  purchase  markup,  or 
should  they  concentrate  their  efforts  on  the 
lowering  of  expenses  and  markdowns  so  as 
to  maintain  a  better  gross  margin? 


Oswald  W.  Knauth,  Executive  Vice  President, 
R.  H.  Macy  &  Co.,  Inc.,  New  York,  N,  Y. 

F.  Frank  Vorenberg,  Merchandise  Manager, 
Gilchrist  Company,  Boston,  Mass 

11:00 — Isn’t  There  Too  Much  Duplication  and  Com¬ 
petition  Betw’een  Lines  and  Brands? 

With  the  rapid  increase  in  the  number  of 
brands  and  lines  of  merchandise  all  pro¬ 
duced  to  satisfy  the  same  customer  demand, 
how  can  a  store  keep  its  stocks  down  to  a 
point  where  it  can  get  a  profitable  turn¬ 
over?  Isn’t  the  duplication  and  competition 
between  lines  the  chief  cause  of  a  high  cost 
of  production  and  distribution?  How  can 
a  store  avoid  this  duplication  and  yet  have 
a  reasonably  complete  stock? 

C.  T.  Maeding,  Vice  President  &  General  Sales 
Manrger,  Lentheric  Inc.,  New  York,  N.  Y. 

11:30 — Are  Retailers,  Through  Control  Methods, 
Attempting  to  Avoid  the  Normal  Risks  of 
Business? 

The  criticism  has  been  made  that  the  Ameri¬ 
can  department  stores,  by  their  merchandise 
control  methods,  have  curbed  the  initiatives 
of  their  buyers  and  have  hindered  the  de¬ 
velopment  of  creative  merchandising.  They 
have  attempted  to  control  their  operations  in 
such  a  way  as  to  avoid  the  normal  risks  of 
merchandising  and  have  thus  denied  them¬ 
selves  the  possibility  of  a  profit  to  which 
business  is  entitled.  Are  these  criticisms 
justified? 

R.  G.  Roth,  General  Merchandise  Manager, 
The  Wm.  Taylor  Son  &  Company,  Cleve¬ 
land,  Ohio. 

12:00 — Why  Haven’t  Control  Systems  and  Hand-to- 
Mouth  Buying  Increased  Turnover? 

During  the  past  five  or  ten  years  the  rate 
of  turnover  has  not  increased  materially  in 
spite  of  the  rapid  increase  in  so-called  hand- 
to-mouth  buying  and  in  systems  of  merchan¬ 
dise  control,  etc.  Is  this  because  our  mer- 
candise  control  methods  have  not  been  effec¬ 
tive,  or  has  there  been  any  consitlerable 
amount  of  hand-to-mouth  buying?  Is  our 
rate  of  stockturn  high  enough?  If  not,  what 
steps  should  stores  take  to  increase  it? 


S.  F.  Eaton,  Vice  President,  The  Howland 
D.  G.  Co,,  Bridgeport,  Conn. 

Continued  on  page  371 


PROGRAM 

SUMMER  CONFERENCE 

of  the 

SALES  PROMOTION  DIVISION 

JUNE  14ih  TO  18th 

In  conjunction  with  the  Convention  of  the  Advertising  Federation  of  America 

HOTEL  PENNSYLVANIA— NEW  YORK 


TUESDAY  MORNING— JUNE  16th 

Grand  Ball  Room 

SALES  PLANNINi;  CLINIC— PROMOTION  FORUM 


Presiding  Officer — Kenneth  Collins,  Executive  Vice 
President.  R.  H.  Macy  &  Co.,  Inc.,  New  York 

9:15 — Opening  Remarks  by  Presiding  Officer. 

9:25 — How  to  Promote  Business  with  Effective 
Sales  Plans. 

In  the  Large  Store 

Arthur  19.  Price,  Sales  Manager,  The  Namm 
Store,  Brooklyn,  N.  Y. 

In  the  Medium  Size  Store 

Edgar  L.  Rice,  Sales  Promotion  Manager,  The 
.■\.  Polsky  Company,  Akron,  O. 

In  the  Small  Store 

George  B.  Jacobs,  Sales  Promotion  Manager 
The  Bon  Ton  Department  Stores,  Lebanon, 
Pa. 

Due  to  present  business  conditions,  there 
have  been  newer  developments  in  the  techni¬ 
que  of  sales  planning.  This  session  will  be 
a  technical  exposition  of  the  problems  and 
procedures  involve<l  in  sales  planning.  The 
speakers  representing  the  small,  medium  and 
large  store  will  cover  every  important  phase 
pertaining  to  planning  advertising,  includ¬ 
ing  ;  budget  control — how  far  to  plan  in 
advance — the  “emergency  fund”  for  special 
promotions  described — allocating  budget  to 
price  lines — fixing  departmental  percentages 
— organization  of  department — planning  for 
maximum  volume — etc. 


D.  F.  KELLY 

will  speak  at  a  general  session  Wednesday 
Afternoon — June  17 

Subject 

What  Price  Advertising? 


10:30 — The  Promotion  Forum 

Counsellor,  Kenneth  Collins,  Executive  Vice- 
President,  R.  H.  Macy  &  Co.,  Inc.,  New 
York 

Leaders  of  Discussion : 

Dorothy  E.  Swenson.  Advertising  Manager, 
Abraham  &  Straus,  Inc.,  Brooklyn,  N.  Y. 

W.  T.  White,  Sales  Promotion  Director,  The 
Hahn  Department  Stores,  Inc.,  New  York 

Frank  A.  Black.  Publicity  Director,  Wm. 
Filene's  Sons  Co.,  Boston,  Mass. 

Alan  A.  Wells,  Sales  Manager,  Kresge  De¬ 
partment  Stores,  Newark,  N.  J. 

C.  I.  Burtanger,  Sales  Promotion  Manager, 
The  Rike-Kumler  Company,  Dayton,  Ohio. 

W’ill  Brown.  Sales  Promotion  Manager,  C.  F. 
Hovey  Company,  Boston,  Mass. 

H.  F.  Twomey,  Publicity  Director,  Jordan 
Marsh  Company,  Boston,  Mass. 

James  Rotto,  Publicity  Director,  The  Hecht 
Company,  Washington,  D.  C. 

R.  G.  Parker,  Advertising  Manager,  The  W. 
T.  Grant  Company,  New  York 

(and  the  three  speakers  on  Sales  Planning) 
The  second  half  of  the  session  will  be  thrown 
open  to  discussion.  The  advertisers  listed 
above  will  answer  questions  asked  by  mem¬ 
bers  in  the  audience.  Each  leader  of  dis¬ 
cussion  has  been  selected  because  of  his 
sj^cialized  knowledge  on  a  certain  problem 
of  retail  advertising.  There  will  also  be 
prepare<l  a  list  of  pertinent  questions  which 
will  have  been  furnished  by  leading  adver¬ 
tisers  who  have  a  complete  understanding 
of  our  immediate  problems. 

12:30 — Adjournment 

12:45 — Board  oi  Directors  meeting  and  luncheon. 
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TUESDAY  AFTERNOON— JUNE  16tli 

Grand  Ballroom 

Presiding  Officer — F.  Willett  Walton.  Vice-President 

and  Publicity  Director,  Arnold,  Constable  &  Com¬ 
pany,  New  York 

2:30 — Opening  Remarks  by  Presiding  Officer. 

2:45 — A  Model  Customer  Analysis  System 

H.  F.  Twomey,  Chairman  of  the  Customer 
Analysis  Committee  and  Publicity  Director, 
Jordan  Marsh  Company,  Boston,  Mass. 

The  most  valuable  thoughts  on  successfully 
operated  home-made  control  systems  have 
bWn  gathered,  so  that  a  model  system  can 
be  devised  which  can  l)e  used  in  its  entirety 
or  adapted  by  retail  stores.  The  Committee 
has  been  studying  this  problem  fijr  a  year 
and  will  present  a  system  which  is  simple, 
practical  and  inexpensive  to  install  and 
operate. 

3:15 — How  the  Publicity  Divisions  of  Our  Stores 
Can  Help  Reduce  Returns 

Herbert  S.  Waters.  Chairman  of  the  Metro¬ 
politan  Publicity  Committee  of  the  Return 
Goods  Campaign  and  Director  of  Sales  and 
.Advertising,  James  McCreery  &  Company, 
New  York 

.Advertising  executives  will  soon  be  drawn 
into  the  discussion  of  the  Return  GcmkIs 
Campaign  so  that,  through  advertising  and 
news  publicity,  the  campaign  can  be  brought 
right  up  to  the  doorstep  of  the  buying 
public. 

3:30 — Timing  Advertising  to  the  Consumer 

Paul  E.  Murphy,  Advertising  Manager,  Fred¬ 
erick  Loeser  &  Company,  Inc.,  Brooklyn, 
N.  Y. 

•An  analysis  of  daily  sales  and  advertising — 
showing  that  a  store's  advertising  in  relation 
to  departmental  sales  is  unbalanced — that  on 
certain  da'  s  tro  p  itch  is  spent  on  advertising, 
thus  sacrificing  promotional  possibilities  of 
other  days — that  certain  departments  are  often 
advertised  on  the  wrong  day — that  customers 
develop  shopping  habits  which  should  be 
studied  carefully  to  effect  scientific  advertis¬ 
ing  expenditure. 

4:00 — Getting  Full  Value  from  Your  Newspaper 

William  E.  Robinson.  Local  Advertising  Man¬ 
ager,  New  York  World-Telegram. 

How  to  break  down  circulation  figures  into 
strong  and  weak  customer  areas — comparing 
actual  and  potential  buying  power  of  charge 
accounts  and  residents  in  each  area — waste 
circulation — where  the  breaking  point  exists 
among  areas  of  fast,  slow  aiul  no  response 
— how  to  analyze  editorial  and  special  fea¬ 
ture  appeals  of  newspapers. 

4:30 — Selling  the  Store  to  the  Salespeople 

L.  S.  Bitner,  Store  Manager,  Wm.  Filene’s 
Sons  Company  Boston,  Mass. 

Systematizing  the  close  relationship  which 
should  exist  between  the  advertising  and  per¬ 


sonnel  divisions.  Every  salesperson  in  a 
store  is  either  a  poor  and  expensive,  or 
good  and  inexpensive,  advertising  meilium 
for  the  store.  How  a  definite  procedure  can 
be  developed  to  promote  enthusiasm  and  to 
inform  the  selling  force  of  the  daily  adver¬ 
tising  events  occuring  in  the  store  will  Ik* 
emphasized. 

5 :00 — .Adjournment. 

WEDNESDAY  MORNINC;— Jl  NE  ITth 

Southeast  Ballroom 

Presiding  Officer — R.  G.  Barker.  .Adverti.sing  Alanager. 
The  W.  T.  Grant  Conijiany.  N.  Y. 

Theme :  How  to  Develoj)  an  Effective  Promotional 
Program 

Since  stores  are  broken  down  into  major 
mercandise  families,  each  having  specific 
promotional  problems,  the  advertisers  lielow 
will  point  out  how  promotional  programs 
for  each  division  should  be  developed.  The 
many  concrete  ideas  to  be  presented  will 
prove  of  great  practical  value. 

9:30 — For  the  Ready-to-Wear  Division 

Richard  Flanagan,  .Advertising  Manager,  E.  T. 
Slattery  Company,  Boston,  Mass. 

9:50 — For  the  Ready-to-Wear  .Accessories  Division 
C.  I.  Burtanger,  Sales  Promotion  Manager, 
The  Rike-Kumler  Company,  Dayton,  O. 

10:10 — For  the  Piece  Goods  and  Domestics  Division 
H.  S.  Gelhtrunk.  Merchandise  Manager,  R.  H. 
Alacy  &  Co..  Inc.,  New  York. 

10:30 — For  the  Homefurnishings  Division 

F.  .A.  Weston.  Kaufmann  Department  Store, 
Inc.,  Pittsburgh,  Pa. 

10:50 — For  the  Men’s  and  Boys’  Division 

Sam  Cohen,  The  Huh,  Baltimore,  Aid. 

11:10 — For  the  Basement  Division 

Sidney  Lightstone,  .Advertising  Alanager,  Gim- 
hel  Brothers,  Philadelphia,  Pa. 

11:30 — A  Productive  Campaign  for  Christmas  Gift 
Departments 

W.  T.  White,  Sales  Promotion  Manager.  The 
Hahn  Department  Stores,  Inc.,  New  York 
Suggestions  presented  in  this  talk  can  he 
used  in  your  own  campaign  soon  to  be 
planned.  A  completely  developed  and  bal¬ 
anced  plan  will  be  presented. 

11:50 — Planning  the  Fall  Fashion  Campaign 

Miss  Tobe,  Tobe  Fashion  Service,  New  York 

.A  graphic  presentation  of  the  important 
factors  essential  to  a  successful  fashion  cam¬ 
paign.  Due  regard  will  be  given  to  the  pro¬ 
motional  calendar  as  a  basis  for  building  the 
plan. 

12 : 10 — Adjournment. 
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Coutinued  from  page  3f)8 


Walter  Lawrie,  (jeneral  Merchandise  Manager, 
McCurdy  &  Company.  Inc..  Rochester.  X.  Y. 

12:20 — Report  of  Standing  Coininittees 

Standardization  of  Size  Terminology  Com¬ 
mittee — John  B.  Swinney.  Chairman. 

Color  Coordination  Committee — A.  (j.  Jarvis, 
Chairman. 

DIVISIONAL  LUNCHEONS 

12:30 — Round  Table  Conference  of  Divisional  Mer¬ 
chandise  Managers.  A  discussion  of  cur¬ 
rent  merchandising  problems  in 

Ready-to-Wear — .Albert  Post.  Mandel  Broth¬ 
ers,  Chairman. 

Ready-to-Wear  .Accessories — \’.  1).  Ziminsky, 
Franklin  Simon  &  Co.,  Chairman. 

Piece  (joods — Benj.  M.  Weiss.  Gimhel  Broth¬ 
ers.  Chairman. 

Home  Furnishings — W.  H.  Burkhardt.  G.  Fo.x 
&  Company.  Chairman. 

Downstairs  Store — J.  H.  Calvert,  Jordan 
Marsh  Company,  Chairman. 

These  divisional  conferences  give  an  oppor¬ 
tunity  for  discussion  of  specialized  problems 
in  the  individual  lines. 

2:30-5:30 — Sports  and  Recreation  —  Golf,  tennis. 

swimming,  etc.  The  club  facilities  of  the 
Lodge  have  been  made  available  to  the 
delegates  of  the  Convention. 


EVENIN(;  SESSION 

Chdirnuin — Xcil  Petree,  President.  James  McCreery  & 
Company.  Xew  A'ork,  X.  Y..  Chairman,  Mer¬ 
chandise  Managers’  Division. 

6:30 — Dinner 

8:00 — How  Can  We  Improve  the  Selected  .Ability 
of  Our  Buyers 

Indivulually  our  customers  may  not  have 
8(Kxl  taste  hut  in  the  agRregate  they  seem  to 
concentrate  on  the  better  things.  That  is, 
the  right  thing  will  sell  out  quickly.  Have 
our  buyers  improved  themselves  as  rapidly 
in  the  iKist  twenty  years  as  the  average  custo¬ 
mer  has?  The  difference  between  the  dis¬ 
criminating  taste  of  our  customers  and  that 
of  our  buyers  is  expressed  in  markdowns. 

Isn't  good  taste  a  matter  of  knowledge 
rather  than  a  matter  of  opinion?  If  we 
want  to  decrease  our  markdowns  we  must 
do  a  Ix-tter  job  of  selection.  Our  buyers 
must  lie  as  discriminating  in  their  selection 
as  the  customer  is  in  selecting  from  our 
stocks.  How  can  they  t)e  improved? 

J.  H.  Fairclough,  Jr..  Jordan  Marsh  Company, 
Boston,  Mass. 

William  Weisenherg,  General  Merchandise 
Manager.  The  Halle  Brothers  Co.,  Cleveland, 
( )hio. 

8:30 — Merchandising  to  Consumer  Demand. 

P.  ,A.  0’Cont>ell.  President.  E.  T.  Slattery 
Co.,  Boston,  Mass. 

9:00 — Improvement  in  Merehandising  Methods — 
The  Joint  Responsibility  of  the  Producer 
and  Distributor. 

Dr.  Paul  T.  Cherington,  Director  of  Research, 
J.  Walter  Thompson  Company.  New  York, 
N.  Y. 


Sales  Promotion  Conference 

Some  of  the  HIGHLIGHTS  of  the  GENERAL  CONVENTION 


At  the  four  general  sessions  the  nation’s  leaders  in 
business,  education,  marketing,  management, 
sales  and  advertising  will  give  addresses  on 
current  problems  of  marketing  and  distribution. 

The  speakers  on  the  general  program  are: 

Governor  Franklin  D.  Roosevelt — New  York 

D.  F.  Kelly,  President  of  the  National  Retail 
Dry  Goods  Association  and  The  Fair, 
Chicago.  Ill. 

Kenneth  Collins,  Chairman  of  the  Sales  Pro¬ 
motion  Division  and  Executive  Vice  Pres¬ 
ident  of  R.  H.  Macy  &  Co.,  Inc.,  New  York. 

Joseph  H.  Appel — John  Wanamaker,  N,  Y. 

Bruce  Barton,  Batten,  Barton,  Durstine  & 
Osborn,  Inc.,  N.  Y. 


C.  M.  Chester,  Jr.,  Pres.,  General  Foods  Corp., 
New  York 

Dr.  Glenn  Frank,  Pres.,  University  of  Wis¬ 
consin, 

Strickland  Gillilan,  Washington,  D.  C. 

Edwin  Gruhl,  Vice-President,  The  North 
American  Co.,  N,  Y. 

Sir  Charles  F.  Higham,  Charles  F.  Higham, 
Ltd.  London,  Eng, 

C.  F.  Kettering,  Vice  Pres.,  General  Motors 
Corp.,  Detroit 

Ogdon  L.  Mills,  Under  Secretary  of  the  Trea¬ 
sury,  Washington.  D.  C. 

Miss  Marion  C.  Taylor,  President,  Fashion 
Guild,  New  York 

Honorable  James  J,  Walker,  Mayor,  New 
York  City 
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Retail  Sales  Taxes 

Continued  from  page  351 

state  taxes,  can  be  counted  out  on  the  following  ten  of  our  mec 
points ;  to  all.  Dis1 

1.  The  wide  ramifications  and  tremendous  detail  in-  jj 

volved  makes  a  general  sales  tax  administratively  im- 

possible.  7.  A  stat( 

2.  If  a  sales  tax  is  to  become  one  of  the  major  interrupted 

sources  of  state  revenue,  the  rates  would  be  pro-  buted  so  gri 
hibitively  high.  various  stat 

3.  If  sufficient  exemptions  are  made  and  the  rate  8.  The  e 

of  tax  is  reduced  sufficiently  to  render  a  sales  tax  law  and  years  c 
administratively  possible,  the  revenue  obtained  will  be  buying  psyc 
insignificant,  great  injustice  will  be  done  certain  types  creating  an 
of  distributors  and  the  tax  base  will  be  narrowed  with  purcha 
rather  than  increased.  g  ^ 

4.  Taxing  the  market  basket  of  the  masses  to  secure  cause  it  red 

funds  for  the  protection  and  development  of  wealth,  American  b 
would  be  a  grave  injustice  and  quite  un-American  in  ^rj’  policies 
spirit-  10.  All  e: 

5.  The  shifting  of  the  tax  burden  from  wealth  eluding  tha 

created  under  our  present  social  and  political  structure  method  of 
to  the  shoulders  of  the  masses  will  endanger  our  social  a  sales  tax 
and  political  organism.  possible,  ir 

6.  The  burden  of  the  detail  administration  of  a  sales  functioning 
tax  might  easily  cause  at  least  a  temporary  breakdown  mental  cone 
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of  our  mechanics  of  distribution  with  grave  results 
to  all.  Distribution  is  the  most  important  economic 
factor  of  the  present  and  future  and  as  such  must 
not  be  handicapped. 

7.  A  state  sales  tax  would  hamper  the  free  and  un¬ 
interrupted  commerce  between  states  that  has  contri¬ 
buted  so  greatly  to  our  success,  as  compared  with  the 
various  states  of  other  continents. 

8.  The  effect  of  billions  of  dollars  of  advertising 
and  years  of  American  salesmanship  in  developing  a 
buying  psycholog>%  would  be  cancelled  by  a  sales  tax 
creating  an  unfavorable  mental  attitude  in  connection 
with  purchasing. 

9.  A  sales  tax  is,  in  effect,  a  wage  reduction,  be¬ 
cause  it  reduces  the  buyfng  power  of  the  pay  envelope. 
American  business  has  not  been  built  on  such  reaction- 
ar)’  policies  and  principals. 

10.  All  experience,  whether  state  or  national,  and  in¬ 
cluding  that  of  foreign  countries,  proves  that  as  a 
method  of  obtaining  revenue  for  one  of  our  states, 
a  sales  tax  is  grossly  unjust,  administratively  im¬ 
possible.  inadequate  in  results,  uneconomical  in  its 
functioning  and  wholly  un-American  in  its  funda¬ 
mental  conception. 


Coat  and  Dress  Colors  for  1931 

Selected  bv  Color  Coordination  Committee  N.  R.  D.  G.  .4. 


The  Color  Coordination  Committee  of  the  Merchan¬ 
dise  Managers’  Division,  working  with  The  Textile 
Color  Card  Asociation,  has  selected  BASIC  and  basic 
coordinate  colors  for  fall  ensembling  as  shown  below: 
BASIC  COAT  COLORS  Textile  Color 

Card  Number 

Afrique  1 1674 

Biskra  Brown  1 1673 

Kiltie  Green  11677 

Malaga  Red  11682 

Bleu  Marine  1 1689 

SILK  DRESS  COLORS  COORDINATING  WITH 
BASIC  COAT  SHADES 
Annamese  Brown  (coordinated  with 
Afrique  and  Biskra  Brown 
woolens)  11640 

Kiltie  Green  (coordinates  with  Kiltie 

Green  woolen)  11605 

Cassis  (coordinates  with  Malaga  Red 

woolen)  11622 

Admiralty  (coordinates  with  Bleu 

Marine  woolen)  11630 

in  addition  to  the  above, 

Algerie  (coordinates  with  Algerie  in 

woolen  dress  group  below)  11600 

WOOLEN  DRESS  AND  SPORTSWEAR 
COLORS 

La  Playa  11705 


Algerie 

11680 

Ambertone 

11671 

Tropic  Green 

11701 

Colonial  Red 

11703 

Yankee  Blue 

11702 

The  selection  of  the  basic  ensemble  shades  for  dress¬ 
es  and  coats  marks  a  very  important  step  in  the  pro¬ 
gram  of  correlating  production  and  distribution.  The 
Committee  asks  that  these  colors  be  identified  by  their 
official  Textile  Color  Card  Association  names  in  the 
textile  and  cutting-up  trades  and  that  buyers  of  the 
National  Retail  Dry  Goods  Association  member  stores 
be  requested  to  use  these  names  when  asking  for  the 
basic  coat  and  dress  colors  in  the  market.  These  en¬ 
semble  shades,  which  retailers  will  use  as  a  basis  for 
store-w’ide  coordination,  will  likewise  give  the  manu¬ 
facturers  an  advance  indication  of  the  colors  to  which 
their  production  should  be  keyed. 

The  stocking  by  buyers  of  any  large  quantities  of 
colors  for  ensembling  purposes,  other  than  the  basic 
colors  mentioned  above,  will  retard  the  color  coordin¬ 
ation  movement,  which  both  producer  and  distributor 
agree  is  most  vital  to  industry  in  eliminating  waste  and 
uncertainties  as  to  color  trends. 

A  pocket-size  card  will  he  issued  shortly  by  the 
Textile  Color  Card  Association,  in  cooperation  with 
the  National  Retail  Dry  Goods  Association,  showing 
the  basic  colors  classified  in  their  respective  groups. 


4 


June,  1931 


373 


Controlling  Returns  From  Within  the  Store 

Continued  from  page  348 


1.  Sales  and  returns  in  number  of  trans¬ 
actions  and  dollars  during  the  past  twelve 
months. 

2.  Age  of  the  account. 

3.  How  promptly  bill  is  paid. 

4.  Exorbitant  and  unreasonable  adjustment 
experience. 

5.  Are  there  any  extenuating  circumstances.-' 

It  is  recommended  that,  if  at  least  three  stores  report 
either  unnecessarily  high  returns,  in  accordance  with 
the  definition  above,  or  unreasonable  or  exorbitant 
claims  for  adju.stments,  the  bureau  will  write  to  the 
customer,  saying  that  her  name  has  lieen  reported  to 
the  bureau  for  this  reason,  that  there  must  be  some 
reason  for  her  returns  or  adjustments  and  suggesting 
that  she  come  in  and  see  if  the  matter  can  be  straight¬ 
ened  out. 

It  was  agreed  to  recommend  that  the  bureau  should 
report  to  the  stores  on  an  individual  bulletin,  that  they 
have  written  her  on  the  matter. 

It  was  voted  that  a  special  committee  be  appointed  to 
be  made  up  of  three  persons,  one  credit  manager,  one 
adjustment  manager  and  one  store  manager,  to  whom 
the  Merchants’  Credit  Bureau  shall  refer  these  names. 
The  committee  shall  consider  the  matter  and  make 
recommendations  to  the  stores.  It  was  suggested  that 
it  might  l)e  well  for  the  bureau,  when  the  first  letter 
is  sent  to  the  customer,  to  secure  a  complete  special 
rejx)rt,  so  that  the  manager  of  the  bureau  in  interview¬ 
ing  the  customer  and  reporting  to  the  committee  can 
have  more  information  at  his  disposal. 

It  was  also  voted  to  recommend  that  the  form,  for 
reporting  information  from  the  bureau  to  the  credit 
managers,  contain  a  space  for  information  with  regard 
to  return  and  adjustment  habits,  if  this  information  is 
in  the  bureau  at  the  time  a  report  is  made. 

It  was  pointed  out  that  if  a  contingency  arose,  where¬ 
by  the  committee  of  three,  looking  into  this  matter, 
recommended  that  the  stores  having  an  account  with 
this  cusomer  suspend  it,  and  the  stores  so  comply,  some 


other  stores  to  which  the  customer  might  go  for  credit 
might  open  an  account  and  might  thereby  vitiate  the 
ertectiveness  of  this  plan.  With  this  in  mind,  it  was 
voted  to  suggest  that  the  Operating  Commitee  and  the 
Board  of  Directors  of  the  Merchants’  Credit  Bureau 
be  asked  to  pass  a  resolution  saying  that  it  would  not 
be  feasible  to  open  an  account  for  a  customer  when  her 
account  with  the  other  stores  has  been  suspended  be¬ 
cause  of  her  return  or  adjustment  habit. 

It  was  also  voted  to  recommend  that  the  informa¬ 
tion  on  those,  who  have  been  reported  to  the  Retail 
'I'rade  Board  for  unnecessarily  high  returns  or  exorbi¬ 
tant  adjustment  demands,  l)e  given  to  the  Merchants’ 
Credit  Bureau  for  their  files. 

In  addition  to  this,  another  committee  reported  to 
the  Retail  Trade  Board  a  Board  of  Health  Rule,  with 
the  thought  in  mind  that  this  would  tend  to  reduce 
the  amount  of  returns  on  certain  types  of  merchandise. 
This  rule  met  with  the  full  approval  of  the  Chairman 
of  the  Board  of  Health. 

Section  1.  It  shall  be  unlawful  for  any  person, 
firm  or  corporation  engaged  in  the  sale  at  retail  of 
the  following  articles  of  merchandise  to  wit: 

a:  Mattresses,  blankets,  sheets,  comforters, 
pillows  and  other  bedding, 
b :  Heating  pads,  and  metal  hot  water  bottles, 
stockings  made  of  rubber,  reducing  rollers, 
water  bags  and  other  rubber  goods, 
c:  Combs,  hair  brushes,  tooth  brushes,  bar- 
ettes,  bath  brushes,  powder  puflfs,  lip¬ 
sticks,  compacts,  broken  packages  of 
powder,  creams,  rouges, 
d :  Corsets,  brassieres,  underwear,  union  suits, 
bloomers,  bathing  suits, 
e :  Articles  made  of  hair,  and  veils. 

to  accept  from  the  purchaser  of  any  of  the  above  arti¬ 
cles,  if  worn  or  used  once  delivery  is  affected,  pro¬ 
vided  that  this  section  shall  not  be  construed  to  prohibit 
the  return  of  articles  misfitting  or  defective  in  their 
construction. 


CONTRIBUTIONS  TO  CIVIC  AND  OTHER  SIMILAR  ORGANIZATIONS  DEDUCTIBLE 


A  matter  of  interest  to  all  corporation  members  of 
the  Association,  will  be  found  in  the  development  of 
decisions  of  the  U.  S.  Board  of  Tax  Appeals  and  of 
the  courts  in  some  instances  which  allow  the  deduction 
of  contributions  to  civic  and  other  similar  organiza¬ 
tions.  where  it  can  be  shown  that  the  contributions 
bear  a  close  relation  to  the  contributor’s  business.  One 
of  the  leading  cases  on  this  question  is  American  Roll¬ 
ing  Mill  Co.  vs.  Commissioner  of  Internal  Revenue, 
41  Fed.  (2d)  314,  wherein  contributions  to  a  civic 
improvement  fund,  the  Ijeneficiaries  of  which  were 
organizations — such  as  the  American  Legion,  Board  of 
Education.  Girl  Scouts,  Public  Libraries  and  the 
Y.  M.  C.  A.,  were  allowed.  Therein  the  court  said : 

“The  question  always  is  whether,  balanc¬ 
ing  the  benefits  to  be  reasonably  e.xpected, 
the  business  interest  of  the  taxpayer  will  be 
advanced.’’ 


While  few  if  any  of  the  members  will  qualify  as  the 
principal  industry  in  the  community,  as  was  the  case 
in  American  Rolling  Mill  Company,  it  is  thought  that 
in  many  instances  their  contributions  have  been  of  a 
character  bearing  such  close  relation  to  their  business 
interests  that  the  deduction  of  the  amount  of  the  con¬ 
tribution  might  very  projjerly  be  allowed  as  an  ordi¬ 
nary  and  necessary  expense. 

.Any  member  who  should  desire  to  take  advantage  of 
this  development  should,  where  it  is  [Xissible  to  do  so 
within  the  period  of  the  statute  of  limitations  appli¬ 
cable  to  the  year  involved,  prepare  and  file  a  claim 
or  claims  for  refund  based  on  deducting  the  amount 
of  the  contribution.  It  is  not  necessary  in  such  in¬ 
stances  to  cite  decisions  in  support  of  the  claim,  but 
a  clear  and  concise  statement  of  the  facts  showing  the 
relation  of  the  contribution  to  the  business  of  the  tax¬ 
payer  should  be  set  forth  in  said  claim. 
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f)araging  the  whole  machinen'  of  exjiense  control,  ex¬ 
pense  budgeting,  and  so  forth ;  it  is  more  important 
than  ever,  but  if  a  store  had  not  already  developed  such 
procedures,  it  was  too  late  to  do  much  when  the  de¬ 
pression  came.  I  strongly  suggest,  however,  that  such 
methods  alone  are  not  going  to  save  the  day.  Import¬ 
ant  as  those  things  are,  they  are  not  enough;  the  de¬ 
partment  store  business  has  got  to  take  measures  of  a 
radical  sort.  I  think  this  is  not  a  time  for  conservatism. 

We  need  jjerspective,  we  need  imagination,  we  need 
an  objective  approach.  Fundamentaly,  what  we  are 
concerned  with  is  the  distribution  of  merchandise  to 
consumers  at  retail,  and  if  the  department  store  does 
not  become  within  the  next  ten  years  a  more  effective 
instrument  for  the  distribution  of  merchandise  to  con¬ 
sumers  at  retail  than  it  apparently  is  today,  I  fear  that 


department  .stores  will  inevitably  decline  in  importance 
as  a  type  of  retail  enterprise. 

The  figures  for  1930,  reflecting  as  they  do  the  in¬ 
crease  in  rent  and  payroll,  again  serves  to  focus  atten¬ 
tion  on  two  of  the  fundamentally  weak  spots  in  the 
department  store  situation :  namely,  low  productivity 
per  square  foot  of  space  used,  and  low  output  per  capita 
of  persons  employed.  Production  must  l)e  increased, 
production  in  terms  of  sales  per  square  foot,  pro¬ 
duction  in  terms  of  output  per  capita  of  people  em¬ 
ployed  in  the  business,  if  the  department  store  is  to 
maintain  its  position  in  the  field  of  retail  distribution. 

To  change  this  situation  calls  for  some  radical  think¬ 
ing.  It  means  more  foresight,  and  more  imagination, 
and  more  of  an  objective  approach  to  the  problem  than 
department  stores  have  been  giving  it.  I  am  not  at  all 
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In  checking  your  oivn  operating  figures,  these  vital  statistics  are  indispensable 

First — To  gauge  the  gross  margia 
Second — To  gauge  expense  by  the  natural  divisions 
Third — To  gauge  net  profit 

The  report  is  based  on  a  thorough  study  of  the  operating  expenses 
ment  and  specialty  stores  located  in  various  parts  of  the  country, 
operating  expenses  according  to  volume  of  sales,  rate  of  stock 
msirkdown  and  net  profit. 

‘Basis  of  ‘Distribution  of  ‘’Reports 

One  copy  will  be  mailed  free  to  each  member  of  record  holding  membership  in  the  N.  R.  D.  G.  A. 

Additional  copies  to  members  of  N.  R.  D.  G.  A.  (for  copies  in  excess  of  those  sent  free 


by  the  Association) . ^ . $2.00  each 

Copies  to  non-members  .  5.00  each 

There  will  be  the  following  discounts  on  quantity — 

Less  than  10  copies  . 

10  to  100  copies  . 

100  copies  or  more  . 


of  about  600  depart- 
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L 


Net 

25% 

40% 


375 


Jmie.  1931 


liVidorestimating  the  importance  of  the  inside  job;  but 
it  ^eems  to  me  that  any  store  of  any  size  needs  some¬ 
body  thinking  about  these  things  objectively,  from  the 
outside,  measuring  and  weighing  the  department  store 
as  a  device  of  merchandise  distribution  and  seeing 
where  its  shortcomings  are. 

1  haven’t  any  panacea  or  cure-all  to  offer.  I  merely 
want  to  suggest  one  or  two  broad  generalizations,  to 
indicate  what  I  mean  by  an  objective  approach.  I 
think  it  is  a  fair  generalization  that  types  of  distributive 
enterprise  tend  to  go  through  three  stages.  They  start 
off  very  largely  on  a  price  basis — chain  stores  did,  for 
example — they  catch  the  attention  of  the  consumer  by 
distributing  merchandise  at  low  prices  because  of  a  low 
overhead.  That  is  the  first  stage.  The  next  stage  is 
the  “trading  up”  of  quality  of  the  merchandise  handled. 
W’e  can  see  chain  stores  going  through  that  stage  to¬ 
day.  After  they  have  traded  up  the  quality  of  the  mer¬ 
chandise  handled,  and  some  of  the  price  advantage  has 
been  lost  in  the  process,  distributive  enterprises  develop 
into  a  third  stage,  and  department  stores  today  are  in 
tliat  stage.  That  third  stage  is  characterized  by  competi¬ 
tion  in  services  of  all  kinds — competition  in  allowing 
customers  to  return  merchandise,  for  instance.  That 
third  stage  also  is  characterized  by  high  costs  of  doing 
business,  by  largely  competitive  advertising,  and  by  an 
increase  in  the  ratio  of  the  fixed  investment  to  the  total 
investment.  More  and  more  money  is  put  into  plant  and 
a  smaller  proportion  carried  in  liquid  form ;  with  this 
solidfying  of  investment  and  the  higher  costs  of  doing 
business,  there  is  a  lower  return  on  the  capital  invested. 

Dangers  of  Inertia 

Along  with  that,  in  this  third  stage  there  also  takes 
])lace  more  or  less  hardening  of  the  arteries  of  manage¬ 
ment.  Merchandising  becomes  imitative  rather  than 
creative.  The  forces  of  inertia  become  very  strong. 
People  are  afraid  to  step  out  and  do  new  and  radical 
things.  That  is  the  situation  in  which  it  seems  to  me 
the  department  stores  find  themselves  today.  What 
happens  in  that  situation?  Just  this;  Somebody  else 
starts  all  over  again  on  the  low  overhead,  low'  ])rice 
Itasis.  And  if  you  don’t  believe  that  somel)ody  starting 
out  on  the  low  price  basis  in  the  distribution  (jf  apparel 
merchandise  can  make  a  hit  w’ith  consumers  and  l)uild 
up  a  big  volume  of  business,  w'alk  through  Union 
Stpiare  the  next  time  you  are  in  Xew'  York,  and  look 
at  Klein’s  establishment.  Klein’s  is  a  jxjrtent.  If  de¬ 
partment  stores  do  not  radically  change  their  methods 
of  doing  business,  radically  change  the  kinds  of  insti¬ 
tutions  which  they  now  are,  my  guess  is  that  there  are 
going  to  l)e  more  Kleins. 

That  is  one  of  the  generaliaztions  I  have  in  mind ; 
and  I  should  like  to  make  one  more,  again  a^iproaching 
this  thing  very  much  from  the  outside,  taking  it  from 
the  stand|X)int  of  the  general  business  situation.  This 
present  ])eriod  of  business  depression  is  characterized 
by  an  abundance  of  capital.  There  is  a  great  abund¬ 
ance  of  capital  and  nothing  apparently  to  do  with  it. 
This  condition  illustrates  very  aptly  what  the  econo¬ 
mist,  Professor  Taussig,  once  characterized  as  the 
“race  between  invention  and  accumulation”.  Capital 
accumulates ;  savings  take  place ;  profits  are  reinvested ; 
society  saves.  To  take  care  of  society’s  increasing 
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accumulations  of  capital,  we  have  to  have  continuously 
new  inventions  to  develop  new  lines  of  business  into 
which  capital  profitably  can  be  placed.  That  is  what 
Professor  Taussig  meant.  Business  is  largely  a  race 
between  the  accumulation  of  capital  and  the  invention 
of  new  ways  of  using  capital. 

In  a  frontier  community,  the  necessity  of  invention 
takes  care  of  itself  by  the  exploitation  of  new  regions, 
and  so  forth.  In  a  society  developed  beyond  that  stage, 
as  ours  is, — although  many  of  us  in  our  modes  of  think¬ 
ing  and  feeling  have  not  realized  that  fact, — there  are, 
roughly,  three  forms  that  invention  can  take.  We  can 
have  the  invention  of  new  things,  new  products — 
automobiles,  radios,  refrigerators,  and  so  forth — that 
is  one  form  of  invention.  We  can  also_  have  what  has 
been  called  not  “product’  invention  but  “i)rocess”  in¬ 
vention,  that  is,  new  ways  of  making  the  same  things 
and  doing  it  more  cheaply.  We  have  had  a  great  deal 
of  that.  We  perhaps  have  not  realized  how  much  of 
that  has  been  going  on.  “Process”  invention  is  not  as 
s])ectacular  as  “product”  invention,  but  I  venture  to 
say  that  the  great  volume  of  invention  in  the  last 
twenty-five  years  has  l)een  in  the  nature  of  process 
invention,  ways  of  making  the  same  things  more  cheap¬ 
ly.  Those  are  two  kinds  of  invention.  There  is  a 
third  form  which  invention  can  take,  and  which  so 
far  it  has  scarcely  taken  at  all,  that  is.  the  invention 
of  new  ways  of  distributing  things. 

I  suggest  that  what  we  need  to  help  keep  us  out  of 
subsequent  business  depressions  is  more  invention  of 
new  things  and  more  invention  of  new  ways  of  distrih- 
uting  things,  and  not  so  much  invention  of  simply 
cheai)er  ways  of  making  the  same  old  things.  What 
haiqiens  when  all  we  have  is  invention  of  new  ways 
of  making  more  things  is  that  we  keep  on  pouring  more 
cai)ital  into  those  same  intlustries  and  then  find  we 
are  making  many  more  things  than  the  consumers 
want.  Fundamentally  that  is  what  we  mean  by  over¬ 
production. 

Stores  Should  Create  New  Merchandise 

I  think  that  in  the  broad  generalization  about  these 
kinds  of  invention  there  may  lie  a  suggestion  for  retail 
trade.  Why  shouldn’t  the  department  store  business 
take  the  lead  in  these  two  kinds  of  invention  which  I 
have  suggested  as  desirable?  Why  shouldn’t  you  take 
more  of  the  lead  in  developing  new  kinds  of  products 
to  be  sold  to  consumers?  You  have  been  talking  for 
years  about  being  the  purchasing  agent  of  the  coin- 
unity  ;  you  have  repudiated  the  notion  that  you  were 
merely  the  distributing  agent  of  the  manufacturers  ;  you 
are  interpreting  the  community’s  needs ;  you  are  sup¬ 
posed  to  be  a  jump  or  so  ahead  of  the  community  in 
knowing  what  it  wants.  Why  not  make  that  mean 
something?  Why  not  develop  more  “merchandising” 
in  the  sense  of  “product”  invention,  the  development 
of  new  ideas  for  products  for  consumers  of  the  coun¬ 
try?  Why  not  jiay  more  attention  to  that  side  of  the 
merchandising  job? 

Furthermore,  why  shouldn’t  retail  trade,  and  depart¬ 
ment  store  trade  in  particular,  do  more  thinking  along 
the  lines  of  new  and  radical  methods  of  distribution? 
Why  should  the  department  store  business  wait  for 
some  outsider  to  come  along  and  generate  the  new 
ideas  for  distributing  merchandise?  Why  shouldn’t  the 
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prosperous  and  to  feel  that  we  are  doing  something 
for  them,  I,  for  one,  am  thoroughly  in  accord  with 
the  idea  of  keeping  wages  up. 

Advertising  Rates 

There  is  another  important  factor  of  our  expense 
program  to  consider,  and  that  is  newspaper  advertis¬ 
ing.  I  was  asked  to  address  the  Advertising  Council 
of  the  City  of  Chicago,  which  organization  is  a  part 
of  the  Association  of  Commerce.  On  that  occasion  1 
pointed  out  that  of  all  the  commodities  that  we  are 
buying,  the  only  one  that  we  know  of  wherein  the 
cost  has  not  been  reduced  is  that  of  newspaper  adver¬ 
tising.  The  same  applies  to  magazine  advertising;  but 
you  are  all  interested  in  newspaper  advertising. 

We  all  realize  that  the  newspapers,  like  ourselves, 
would  keep  the  price  up  if  they  could.  We  all  realize 
that  they  are  in  a  position  to  do  it.  I  have  no  quarrel 
with  the  newspapers:  they  are  all  my  friends,  all  of 
them  in  Chicago  at  least.  But  I  am  trying  to  point  out 
to  them  that  they  should  do  exactly  what  we  are  trying 
to  do.  We  have  been  forced  by  necessity  to  bring  our 
prices  down  to  present-day  levels. 

If  the  newspapers  would  only  realize  that  the  time 
has  come  when  they  should  reduce  their  rates  to  pres¬ 
ent-day  levels,  I  think  that  they  would  help  the  re¬ 
turn  of  prosperity,  so  far’ as  the  mercantile  and  mer¬ 
chandising  organizations  are  concerned. 

Delivery  Problems 

Another  way  in  which  we  should  be  able  to  reduce 
expense  is  through  cooperative  or  consolidated  de¬ 
liveries.  The  Department  of  Commerce,  through  Dr, 
Julius  Klein,  has  kindly  consented  to  consider  the  ad¬ 
visability  of  having  a  study  made  in  certain  cities  of 
the  country,  where  our  own  deliveries  are  operating, 
and  in  other  cities  where  they  are  operating  a  cooper¬ 
ative  delivery  system. 

Speaking  entirely  of  Chicago,  because  I  am 
thoroughly  familiar  with  it,  we  have  eight  stores  that 
run  delivery  vehicles  thirty  miles  south,  thirty  miles 
north  and  thirty  miles  west,  every  single  day.  We 
could  cut  our  deliver  units  down  at  least  one-third  if 
we  could  consolidate  the  entire  organization  into  one, 
and  I  think  you  will  find  that  that  will  apply  in  almost 
every  other  city  of  the  country. 

There  are  a  few  things  that  we  can  do  in  addition  to 
what  I  have  outlined  here,  and  one  of  them  is  to  bring 
al)out  a  better  understanding  between  manufacturers 
and  retailers.  I  refer  to  the  advisability  of  having  some 
effort  made  that  will  enable  us,  as  individuals,  to  form 


an  organization  along  the  lines  of  the  American  Ar¬ 
bitration  Society,  which  has  been  copied  generally  in 
international  trade.  (I  had  the  privilege  of  addressing 
the  International  Chamber  of  Commerce  here  in  Wash¬ 
ington  a  few  weeks  ago  and  learned  considerable  about 
what  is  b;ing  done  in  Europe.) 

The  American  Arbitration  Society  or  some  such  or¬ 
ganization,  should  wipe  out  a  great  deal  of  the  fric¬ 
tion  that  is  going  on  in  trade  at  the  present  time,  due 
to  the  various  petty  misunderstandings  arising,  many 
of  which  are  taken  into  the  courts.  I  hope  that  some¬ 
thing  constructive  will  be  done;  something  that  will 
make  it  impossible  for  us' to  have  such  differences  of 
opinion,  because  we  must  work  with  manufacturers, 
we  must  work  together,  and  we  must  do  what  is  best 
for  our  Craft  as  a  whole. 

My  time  is  almost  up,  but  I  do  want  to  say  that  I 
think  this  day  and  age  has  brought  us  closer  to  our 
own  personnel.  It  has  brought  us  into  the  position  of 
wanting  to  understand  their  problems. 

In  our  own  organization  we  are  trydng  to  make  every 
man,  woman  and  child  a  sales  jierson.  We  are  trying 
to  have  them  understand  that  their  problem,  whether 
they  are  running  an  elevator,  or  whether  they  are 
sweeping  the  floor,  is  to  be  a  sales  iierson,  to  represent 
the  house  in  every  sense  of  the  word.  I  think  that 
spirit  carries  right  straight  through  everything  that  we 
can  do. 

And  let  us  forget  the  petty  jealousies  that  exist.  I 
hate  to  use  the  word,  but  let  us  call  a  spade  a  spade. 
Every  man  in  this  country  knows  that  the  first  thing 
he  does  in  the  morning,  or  his  shopping  bureau  does, 
is  to  find  out  what  the  other  fellow  is  charging  for  an 
article,  and  then  he  immediately  proceeds  to  cut  that 
price,  or  at  least  to  meet  it. 

Now,  when  we  have  great  sales,  as  all  of  us  or  many 
of  us  have,  why  bother  about  trying  to  find  out  what 
the  other  fellow  is  doing  ?  Sell  your  merchandise,  mark 
your  merchandise  originally  in  a  way  that  will  get  a 
good  turnover  for  you,  and  avoid  the  necessity  for 
carrying  a  lot  of  old  goods  on  your  shelves;  get  rid 
of  them,  and  insist  upon  your  buyers  marking  their 
stuff,  not  at  an  exorbitant  profit  but  a  reasonable  pro¬ 
fit  ;  and  don’t  be  concerned  about  the  other  fellow. 

Anyone  who  has  the  courage  to  start  doing  that  is 
going  to  find  that  the  other  fellow  is  going  to  follow  in 
his  lead  and,  without  any  shadow  of  a  doubt,  is  going 
to  see  the  wisdom  and  necessity  for  bringing  prices  to 
a  common  level,  where  the  customer  and  the  public  will 
be  properly  served  at  a  reasonable  price,  and  we  shall 
make  a  fair  profit. 
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So  with  these  complicated  duties  interlocked  with 
the  final  result  —  actual  sales  —  the  only  guage  of 
performance,  it  is  easy  to  see  the  difficulties  of  setting 
a  standard  incentive  wage  payment  plan  for  selling. 

Customer  load  also  is  a  factor  that  makes  for  results, 
which  is  variable,  and  to  a  measure  uncontrollable. 
Some  few  stores  or  departments  in  a  single  store  are 
lucky  enough  to  have  customers  for  the  salespeople 
throughout  the  working  hours,  but  most  of  us  must 
be  satisfied  with  a  meagre  average.  Our  peak  load 
demands  a  certain  minimum  of  people  in  a  department. 
This  peak,  the  higher  it  goes,  the  lower  the  average 
daily  or  weekly  output.  Because  the  higher  the  peak 
the  more  salespeople  we  must  have  to  meet  it.  and 
then  the  greater  man  hour  idle  time,  when  the  customer 
load  is  off  in  early  morning  and  late  afternoon. 

We  thus  see  no  definite  standards  can  be  set  for 
daily  selling  output,  and  the  best  we  can  do  for  getting 
high  performance  is  a  system  of  averages  that  is  based 
on  the  number  of  salespeople  divided  into  the  proposed 
sales  for  the  month. 

Wage  Payment  Systems 

In  Miss  Bezanson’s  book  is  a  description  of  the 
present  wage  payment  systems,  all  of  which  are  fair, 
good,  or  fine,  depending  on  whether  the  management 
control  is  fair,  good,  or  fine. 

In  any  work  where  only  an  indefinite  task  may  be 
set,  a  bonus  system  of  an  indefinite  nature  should  be 
used.  In  any  work  where  close  standards  cannot  be 
set  the  Halsey  premium  system  is  adaptable,  and  is 
described  as  follows: 

“A  point  (or  standard)  of  production  was  to  be 
set  from  a  record  of  past  i^erformance.  Time  saved 
above  this  task  was  to  be  shared  in  some  arithmetic 
proportion  between  the  company  and  the  men,  the 
men’s  share  to  be  paid  at  the  usual  hourly  rate.” 

So  we  can  see  by  a  close  analysis  of  all  the  wage 
systems  for  selling  described  in  Miss  Bezanson’s  book, 
some  form  of  the  Halsey  premium  system. 

The  Quota  Bonus  System  has  for  its  standard  allow¬ 
ance  the  percentage  set  and  for  its  reward  to  the  worker 
one-half  the  percent  used,  the  ])ercent  being  “the  record 
of  jiast  performance”.  So  with  the  salary  plus  com¬ 
mission,  the  reward  being  usually  at  a  low  rate  and 
hence  usually  an  incentive  of  low  intensity. 

W'ith  all  the  varying  factors  in  selling  demonstrated 
by  the  chart,  I  do  not  see  how  we  can  hope  to  set  a 
definite  standard  until  stome  genius  shows  us  how  to 
control  the  flow  of  customers.  But,  we  can  do  much 
to  train  our  salespeople  in  preliminary  work  in  prepara¬ 
tion  for  the  actual  sale,  and  hence  plan  to  do  every¬ 
thing  possible  in  advance  that  will  SPEED  UP  THE 
SALE  when  the  customer  shows  up. 

Such  work  as,  arrangement  of  stock  for  instant 
location — simplified  sales  check  writing — convenient 
wrapping — but,  most  of  all,  the  salesmanship  factors  of 
mind  that  quickly  discover  the  needs  of  a  customer  and 
bring  her  to  a  speedy  yet  unhurried  decision.  We  must 
speed  up  work  when  work  (customers)  is  available,  as 
any  load  chart  would  show. 

Anything  that  is  done  to  bring  in  a  uniform  custo¬ 
mer  load  or  handle  it  more  rapidly  when  the  peak  hours 


are  upon  us,  is  a  step  toward  lowering  costs  of  selling 
and  at  the  same  time  toward  keeping  up  selling  wages. 
We  must  study  all  the  factors  in  the  customer-merchan¬ 
dise  chart  submitted  herewith,  and  see  what  can  be 
done  to  improve  each  factor. 

So  far  I  have  discussed  incentives  as  part  of  the 
regular  wage  payment,  but  there  is  a  place  for  emer¬ 
gency  forms  of  incentive.  The  general  principles  to 
observe  are: 

1.  That  emergency  forms  of  incentives 
should  be  used  sparingly, 

2.  That  they  should  compete  as  little  as  possi¬ 
ble  with  the  usual  form  of  payment. 

P.  M.’s 

There  has  been  much  discussion  pro  and  con  about 
P  Ms  for  selling  slow  moving  merchandise.  One 
manager  objects  to  the  use  of  P  Ms,  another  advocates 
them,  a  third  uses  them  apologetically.  I  prefer  to 
break  the  problem  up  and  try'  to  find  a  basic  principle. 
A  sound  principle  can  be  found  if  we  consider  the 
reason  why  goods  are  slow-moving.  I  f  the  merchandise 
is  slow-moving  because  it  is  unattractive  to  tbe  custo¬ 
mer,  the  problem  is — how  to  make  the  price  attractive. 
There  is  no  solution  by  offering  a  reward  to  the  sales 
clerk.  The  inducement  must  go  to  the  customer.  If, 
however,  the  goods  are  slow-moving  because  they  do 
not  apjjeal  to  the  sales  clerk  and  she  is  inadequately 
displaying  them,  an  inducement  to  the  sales  clerk  will 
secure  more  adequate  display  by  the  sales  force  and 
justify  the  use  of  a  P  M.  This  is  often  the  case  with 
older  merchandise.  Incentives  in  the  form  of  prizes 
should  be  based  on  .some  feature  other  than  the  unit 
used  for  wage  payment,  as:  Prizes  for  best  display  in 
— china,  linen :  prizes  for  ensemble  selling. 

Wage  Incentive  Systems  in  Non-Selling 
Departments 

In  non-selling  departments  the  load  of  work  can  be 
better  controlled  than  in  selling  departments.  Under 
these  circumstances  it  is  entirely  possible,  therefore, 
to  set  a  very  much  more  definite  standard,  and  work 
out  an  individual  bonus  and  service  to  the  individual 
worker  which  will  give,  with  a  lower  cost,  an  unusual 
production,  and  an  unusually  high  wage  to  the  worker. 

A  good  many  studies  have  been  made  in  connection 
with  receiving  and  marking  rooms,  and  it  is  easy  to 
conceive  that  in  a  large  business  the  work  might  lie 
sectionalized  and  standardized  so  that  a  definite  task 
per  hour  and  per  day  may  be  set  for  each  worker,  and 
the  flow  of  work  controlled  so  that  he  will  always  have 
work  ahead. 

In  smaller  receiving  and  marking  rooms  the  flow 
of  work  on  one  or  two  items  is  not  so  heavy,  and  the 
variety  of  work  may  be  so  great  that  constant  changing 
from  one  type  of  work  to  the  other  will  interfere  with 
the  easy  operation  of  any  task  or  bonus  system. 

The  reason  for  this  is,  that  if  we  set  a  task  that  is 
to  be  properly  performed,  we  must  have  sufficient  work 
to  give  the  worker  a  training  period  which  will  enable 
him  to  acquire  skill,  and  going  from  one  thing  to 
another  complicates  time-keeping,  and  of  course  lessens 
the  opportunity  for  skilled  performance. 
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Second,  if  the  machinery  breaks  down  and  the  worker 
cannot  get  the  output  required  of  him,  the  management 
is  responsible  for  lack  of  methods  of  maintenance  of 
machinery.  Third,  if  the  worker  does  not  accomplish 
the  task  because  of  lack  of  skill,  the  management  is 
responsible  because  it  has  not  provided  the  proper  train¬ 
ing  and  education  of  the  worker  to  accomplish  the 
task. 

Hence,  let  us  look  to  the  essentials  of  good  production 
in  receiving  and  marking  rooms,  before  we  begin  to  set 
tasks  which  spur  the  worker  on.  That  is — the  flow  of 
work  must  be  arranged  and  training  must  have  been 


A  great  deal  of  progress  may  be  made  and  costs  may 
be  lowered  if  Ixjtter  planning  and  layout  of  marking  and 
receiving  rooms  is  the  first  step  toward  economy.  After 
this  important  step  has  l)een  taken,  there  may  be  in 
every  receiving  and  marking  room  a  sufficient  amount 
of  repetitive  work  to  establish  a  bonus  system. 

We  do  not  give  sufficient  consideration  to  the 
responsibility  of  the  management  when  we  are  talk¬ 
ing  about  wage  incentive  systems.  The  responsibility 
of  the  management  increases  as  we  attempt  to 
standardize  the  output  of  a  worker,  and  in  fact 
every  fall-down  on  the  part  of  the  worker  is  the 
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instituted,  before  tasks  can  be  set  which  will  give  the 
worker  the  incentive  to  maintain  a  high  production. 

It  must  be  realized  however,  that  in  many  non-selling 
departments  an  accurate  standard  might  be  impossible 
because  of  too  great  an  expense  for  the  results  pro¬ 
duced. 

As  an  example :  It  is  almost  imjxissible  to  set  an 
exact  time  standard  for  altering  dresses  in  a  work  room, 
and  under  these  circumstances  it  is  not  wise  to  put  in  a 
wage  payment  system  that  sets  a  definie  standard,  and 
it  is  highly  satisfactory  to  put  in  the  Halsey  method 
where  a  time  estimate  is  used,  and  the  worker  given 
a  |)ercentage  of  the  time  saved  on  this  standard.  We 
operate  a  work  room  on  this  principle  in  quite  a  suc¬ 
cessful  manner,  and  have  been  able  to  meet  promises 
and  schetlules  much  more  accurately  and  at  lower  costs. 

Good  planning  on  the  part  of  the  person  responsible 
for  the  work  under  such  circumstances  naturally  in¬ 
creases  production.  The  proper  arrangement  and  the 
proper  service  to  the  worker  is  just  as  important  as  the 
wage  incentive  to  the  worker  himself. 


direct  responsibility  of  the  management  and  not  of  the 
worker.  First,  if  work  is  not  available,  the  manage¬ 
ment  is  responsible  for  jX)or  planning  and  scheduling. 

In  this  particuar  work  room  we  use  an  improvised 
work  ticket  for  keeping  track  of  time,  and  a  promise 
ticket  for  keeping  track  of  fitting  engagements.  On 
the  attached  sheet  are  the  forms  used  in  this  system, 
and  a  description  thereof,  lx)th  of  which  are  self-e.x- 
planatory. 

In  our  bookkeeping  department  we  have  been  able 
to  standardize  the  work  very  closely,  and  have  in  use 
the  Gantt  bonus  system. 

A  good  deal  has  been  said  about  the  possibility  of 
increasing  the  interest  and  resixjnsibility  of  drivers,  and 
toward  this  end  we  worked  out  a  driver’s  bonus  which 
is  somewhat  different  from  those  ordinarily  in  use.  In 
this  method  we  set  up  an  impressed  fund  over  and 
above  the  salary  of  the  driver,  and  penalize  this  fund 
for  various  reasons. 

This  is  a  method  of  fining  which  does  not  have  the 
sting  of  taking  away  from  the  worker  something  that 
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is  already  his  and  for  this  reason  it  is  psycholojjically 
souniler,  whereas  a  system  of  fines  from  refjular  wajjes 
is  un.'ound.  and  develops  resentment  and  trouble.  This 


system  has  done  much  amonj^  our  colored  drivers  to 
train  them  into  fine  courteous,  capable  deliverymen, 
and  has  also  done  much  to  keep  down  any  had  damage 
to  cars  for  lack  of  attention. 

VVe  feel  that  this  type  of  bonus  for  drivers  and  de¬ 
livery  departments  is  far  superior  to  any  production 
bonus,  because  if  the  interest  is  shown  on  the  part  of 
the  driver  of  things  listed  on  the  Ixmus  schedule,  he  is 
bound  to  attend  to  his  business  and  thereby  get  the 
best  normal  production  possible  under  ordinary  con¬ 
ditions. 

Extra  Incentives  For  Extra  Effort 

I  have  described  these  three  systems  as  typical.  There 
are  possibly  many  others  in  existence  that  are  better. 
There  are  many  possibilities  of  paying  extra  money  for 
the  accomplishment  of  the  things  that  are  considered 
most  desirable. 

Of  course  the  premiums  to  inspectors  and  wrappers 
for  catching  and  correcting  errors  are  too  well  known 
to  need  any  reiteration  here,  and  many  other  types  of 
incentives  of  this  kind  can  and  are  being  used  with  a 
high  degree  of  satisfaction.  .All  of  them,  however, 
should  have  careful  thought  and  study,  and  all  of  them 
should  l)ear  the  earmarks  of  being  extra  incentives  for 
extra  performance. 

Sustained  effort  is  the  important  point  of  all  wage 
payment  systems,  and  this  sustained  effort  can  only 
be  accomplished  when  the  management  is  so  alive  to  its 
job  that  it  constantly  encourages  the  worker  to  acquire 
skill,  stimulates  interest  in  the  work,  and  rewards  him 
in  an  e.xtra  manner  for  extra  performance. 

“Man  will  not  do  an  extra-ordinary  day’s  work  for 
an  ordinary  day’s  pay.’’ 


Expenses  and  Profits  in  Department  Stores  in  1930 
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larger  stores  have  some  i)eople  thinking  definitely  and 
imaginatively  and  radically  and  boldly  along  the  line 
of  inventing  new  methods  of  distribution?  Certainly, 
as  the  op|K)rtunities  for  exploitation  of  inventions  along 
the  lines  of  making  things  more  cheaply  become  more 
and  more  limited,  the  attention  of  many  inventors  is 
going  to  be  focused  on  the  field  of  distribution ;  but 
why  wait?  Why  shouldn’t  some  of  the  department 
stores  lead  the  way  in  that  kind  of  job  and  create  new 
kinds  of  retail  institutions? 

That  is  what  I  mean  by  thinking  radically  and  ob¬ 
jectively  :  and  unless  we  have  more  of  that  kind  of 


thinking  in  the  department  store  business.  I  have  the 
definite  feeling  that  ten  or  fifteen  years  from  now 
de])artment  stores  will  lie  a  less  imjxirtant  channel  of 
retail  distribution  than  they  are  today. 

Many  disparaging  references  are  made  to  the  Rus¬ 
sian  Five- Wear  Plan.  Seriously,  I  believe  that  if  de- 
jiartment  stores  five  years  ago  had  had  a  five-year  plan 
they  would  be  a  lot  better  off  than  they  are  today ;  and 
if  I  were  running  a  department  store  today,  I  should 
want  to  have  not  only  a  five-year  plan  hut  also  a 
ten-year  plan ! 
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Publications,  Reports  and  Studies 

National  Retail  Dry  Goods  Association 

Covering  the  Subjects  of 

Accounting  and  Control  Merchandise  Management  Sales  Promotion 

Briefs — Legislation  Periodicals  Store  Management 

Insurance  Personnel  Traffic 

Laboratory  Retail  Delivery 

This  list  of  Publications,  Reports  and  Studies  is  supplementary  to  the  one  pub¬ 
lished  in  the  August,  1930,  issue  of  The  Bulletin. —  The  Editor. 


Association — General 


How  to  Keep  the  Price  of  Merchandise  Down 

A  radio  address,  delivered  over  a  nationwide 
hookup,  presenting  the  retailers’  problems,  parti¬ 
cularly  concerning  customer  returns  to  consumer. 

NRDGA  Members  Free  Non-Members  Free 
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Before  Congress  Convenes 

Editorials  by  Cbanning  E.  Sweitzer,  Managing 
Director.  Reprinted  from  the  November.  1930 
issue  of  The  Bulletin,  and  treating  legislative 
issues  of  importance  to  merchants. 

NRDG  A  Members  Free  Non-Members  Free 

«  «  «  » 


W  ork  of  the  N.  R.  D.  G.  A.  1930 

Report  of  Managing  Director,  Cbanning  E.  Sweit¬ 
zer  to  the  20th  Annual  Convention,  February  2-3- 
4-5-6,  1931,  Hotel  Pennsylvania,  New  York. 
Reviews  the  major  problems  which  concerned  the 
Association  during  the  year  and  the  accomplish¬ 
ments  achieved  in  advancing  the  best  interests  of 
the  members. 

NRDG.A  Members  Free  Non-Members  Free 

*  *  *  * 

Organization  and  Activities  of  the  N.  R.  D.  G.  A. 

Reprinted  from  Department  Stores:  Recent  Poli¬ 
cies,  Costs  and  Profits,  by  Boris  Emmet,  an  au¬ 
thority  on  department  store  questions.  A  publica¬ 
tion  of  the  Stamford  University  Press,  1930.  A 
comprehensive  picture  of  the  activities  of  the 
Association. 

NRDGA  Members  Free  Non-.Members  Free 

♦  *  ♦  * 

The  Vestal  Design  Copyright  Bill 

An  address  by  Cbanning  E.  Sweitzer,  Managing 
Director.  A  summary  of  the  reasons  why  mer¬ 
chants  object  to  the  present  Design  Copyright  Bill. 
Delivered  at  a  symposium  on  the  A'estal  Bill  be¬ 
fore  the  New  York  Board  of  Trade,  Inc. 

NRDGA  Members  Free  Non-Members  Free 

*  *  *  if 

What  the  Leading  Retailers  and  Newspapers  Have  to 
Say  Concerning  the  Proposed  New  York  State 
Sales  Tax 

A  symposium  of  speeches  concerning  the  sales  tax, 
made  before  the  hearing  of  the  New  York  State 
Commission  for  the  Revision  of  Tax  Laws  and 
editorials  from  representative  New  York  State 
newspapers,  together  with  editorials  from  The 
Bulletin  and  a  Brief  filed  with  the  Commission 
by  New  York  State  Merchants. 

NRDGA  Members  Free  Non-Members  Free 


Sales  Tax— the  Case  Against  it 

By  Cbanning  E.  Sweitzer,  Managing  Director, 
National  Retail  Dry  Goods  Association.  .A  survey 
of  Sales  Tax  legislation  and  the  reasons  why 
merchants  are  opposed  to  it.  Reprinted  from  the 
February,  1931,  issue  of  Nation’s  Business. 

NRDG.A  Members  Free  Non-Members  Free 

♦  *  *  ♦ 

Growth  of  Sales  Taxing  in  the  United  States 

A  summary  of  sales  tax  laws  proposed  and  en¬ 

acted  in  the  United  States,  presented  by  George 
V.  Sheridan,  Director,  Bureau  of  Taxation  Infor¬ 
mation,  N.  R.  D.  G.  A.  at  the  20th  Annual  Con¬ 
vention,  February,  1931,  New  York. 

NRDG.A  Members  Free  Non-AIembers  Free 

*  *  *  * 

A  Brief  In  Opposition  to  the  Proposal  for  a  General 
Sales  Tax 

This  Brief  was  filed  with  the  New  York  State 
Commission  for  the  Revision  of  Taxes,  and  con¬ 
tains  a  summary  of  the  reasons  why  such  a  levy 
should  not  be  enacted.  Reprinted  irjm  the  Janu¬ 
ary  issue  of  The  Bulletin. 

NRDG.A  Members  Free  Non-AIeinbers  Free 

*  *  if  * 

W'hnt  Economists  Think  of  the  Kelly  Resale  Price 
Bill  H.  R.  11 

The  findings  of  a  questionnaire  sent  by  Carroll 
\V.  Doten,  Professor  of  Economics,  Massachusetts 
Institute  of  Technology  to  leading  economists  of 
the  country,  concerning  their  opinions  of  the  Cap¬ 
per  Kelly  Bill. 

NRDG  A  Members  Free  Non-Members  Free 

*  *  *  if 

Price  Fixing  .-Is  Seen  By  An  Independent  Merchant 
An  adddress  delivered  to  a  group  of  leading  re¬ 
tailers  of  Washington,  D.  C.,  by  Benjamin  H. 
Namm,  President  of  The  Namm  Store,  Brooklyn, 
N.  Y.,  and  Chairman  of  the  N.  R.  D.  G.  A.  Com¬ 
mittee  on  Resale  Price  Legislation. 

NRDGA  Members  Free  Non-Members  Free 
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In  Boston 

AS  IN  EVERY  OTHER  CITY 

Leading  Stores  Use  National  Cash  Registers 


Boston  department  stores  are  using  more  National  Cask  Register 
equipment  today  than  ever  before  in  their  history.  Like  stores  in 
every  city  in  the  country  they  have  found  in  this  equipment  a  definite 
means  of  reducing  operating  costs  and  handling  an  increasing  num¬ 
ber  of  transactions  with  lower  overhead. 

Some  Boston  stores  and  the  National  Cash  Register  equipment  they  use: 


Jordan  Marsh  Company 
3  OS  Registers 

400-Line  Charge  Phone  System 

Wm.  Filene’s  Sons  Co. 
313  Registers 

Gilchrist  Company 
81  Registers 

80-Line  Charge  Phone  System 


Houghton  &  Dutton  Co. 
47  Registers 

Conrad  &  Company 
49  Registers 

Sears,  Roebuck  &  Co. 
67  Registers 

Chandler  &  Co. 

42  Registers 

80-Line  Charge  Phone  System 


C.  F.  Hovey  Company 
88  Registers 

120-Line  Charge  Phone  System 

Shepard  Stores 
101  Registers 

60-Line  Charge  Phone  System 

R.  H.  White  Company 
105  Registers 


THE  NATIONAL  CASH  REGISTER  COMPANY 

DAYTON,  OHIO 

Si\  vi»ii  it  in  THE  DL'LLETIX 
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The  Capper  Kelly  Bill  (S.240,  H.  R.  11)  To  I  alidate 
Resale  Price  Contracts 

An  address  concerning  the  legal  and  legislative 
conception  of  the  Hill  hy  Charles  Wesley  Dunn, 
Ksq..  of  the  New  York  Har,  delivered  before  the 
annual  meeting  of  the  Asstxiated  Grocery  Manu¬ 
facturers  of  America.  Inc.  Reprinted  from  the 
Decemlier  issue  of  The  Bulletin. 

NRDGA  Members  Free  Non-Members  Free 

♦  ♦  *  * 

The  Kelly  Bill  H.  R.  U 

Six  convincing  reasons  why  it  should  not  he  en¬ 
acted.  enumerated  by  Charles  Wesley  Dunn.  Esq. 
Rejirinted  from  the  January  issue  of  The  Bulle¬ 
tin. 

NRDt^  4  Members  Free  Non-Members  Free 


Controllers’  Congress 

Insurance  Manual  for  Retail  Merchants 

By  Insurance  Committee.  1925.  of  the  National 
Retail  Dry  Goods  Association.  A  comprehensive 
outline  of  the  various  forms  of  insurance  which 
apply  to  department  and  specialty  stores.  The 
accepted  authority  in  this  field.  142  pages;  cloth. 

Members  of  the  Controllers’  Congress  and 
NRDGA  Sl.OO  Non-Members  S2.00 

*  *  ♦  ♦ 

Manual  of  Store  Fixture  Accounting 

A  40  jiage  booklet  giving  in  detail  a  method  of 
controlling  and  accounting  for  the  investment  in 
store  fixtures  and  equipment.  The  factors  of  de¬ 
preciation  and  insurable  values  are  given  much 
consideration. 

Members  of  the  Controllers’  Congress  and 
NRDG.A  $1.00  Non-Members  S2.00 

♦  *  *  * 

A  Model  System  for  Handling  Accounts  Payable 
A  method  of  expediting  accounts  payable  invoices 
through  the  office  under  the  \'oucher  System 
Plan.  Especially  adaptable  to  the  needs  of  medium 
size  stores.  Four  page  leaflet. 

Group  Members  Free  NRDGA  Members  Free 
Non-Members  .50 
*  *  «  « 

A  Practical  Procedure  for  Handling  Expense  Ac¬ 
counts  Payable  in  Stores  of  Medium  and  Small 
Size 

A  four  page  leaflet  describing  a  method  of  con¬ 
trolling  the  expense  invoices  so  to  properly  charge 
them  in  the  correct  accounting  period. 

Group  Members  Free  NRDGA  Members  Free 
Non-Members  .50 
« 

Chicago  Convention  Proceedings  1930 

One  copy  free  to  Controllers’  Congress  Members 
— Additional  Copies  $2.00  each. 

NRDGA  Members  $2.00  Non-Members  $5.00 


Insiiuance  Bureau  j 

Transit  Insurance  rj 

A  description  of  a  revised  transit  form  for  retail  I 

stores.  I 

NRDGA  Members  Free  Non-Members  .25  I 


Store  Managers’  Division 

Simplification  of  Wrapping  and  Packing  Supplies 

A  detailed  report  on  the  simplification  of  wrapping 
and  packing  supplies,  and  findings  on  the  methods 
of  preparing  merchandise  for  delivery.  Based 
upon  an  actual  field  survey  of  department  and 
specialty  stores,  this  report  sets  forth  simplified 
sizes  recommended  for  paper  bags,  folding  boxes, 
set-up  boxes,  and  corrugated  boxes ;  general 
recommendations  as  to  the  use  of  these  supplies; 
findings  on  the  methods  of  wrapping  merchandise 
for  different  types  of  transactions;  and  illustra¬ 
tions  of  how  stores  of  various  sizes  already  have 
applied  the  simplified  lists. 

Group  Members  Special  Price 
NRDGA  Members  Special  Price 
Non-Members  S2.00 

♦  ♦  *  * 

Suggestions  for  Reducing  Store  Expenses 

A  collection  and  analysis  of  practical  illustrations 
of  how  stores  already  have  reduced  operating  ex¬ 
penses,  including  suggestions  on  such  store  func¬ 
tions  as  budgetary  control,  maintenance,  operating 
activities,  purchasing,  and  employee  compensation. 

Group  Members  $1.00 

NRDGA  Members  $1.00  Non-Members  $1.50 
*  *  *  ♦ 

Aature  and  Extent  of  W  orkrooms 

A  summary  of  the  number  and  kinds  of  work¬ 
rooms  encountered  in  department  and  specialty 
stores  of  varying  size,  including  findings  on  man¬ 
agement  responsibility,  persons  employed,  super¬ 
intendency,  and  other  facts. 

Group  Members  Free 

NRDGA  Members  .25  Non-Members  .50 

*  * 

Report  on  Women's  Alteration  Workrooms  in 
Medium  Sized  Stores 

An  analysis  of  certain  expense  items  and  other 
factors  affecting  the  operation  of  Alteration  De¬ 
partments  in  medium  sized  stores,  including  per¬ 
centage  figures  on  total  costs,  salary  expense,  sales 
collected,  and  net  cost.  (Mimeographed,  7  pages.) 

Group  Members  Free 

NRDGA  Members  .25  Non-Members  .50 
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DEFAKTMENTAL  RETAU.  INVENTORY  RECORD 


3Cf41ITI 


5,761. 
11. 671.- 


DEPARTMENTAL  RETAIL  INVENTORY  RECORD 


9\22BJ. 

lOAOTli 


1  9M15‘ 


These  records  were  posted 
on  a  machine  that  accumu¬ 
lates  fifteen  totals.  Twenty 
totals  may  be  had  if  desired. 


BURROUGHS 

RETAIL  INVENTORY 


MACHINE 


THIS  NEW  20  TOTAL  MACHINE 

saves  time  in  determining  gross  profit 


can  be  changed  to  suit  the  requirements 
of  your  store. 

Especially  designed  to  effect  a  more  rapid 
determination  of  gross  profit ...  to  reduce 
the  cost  of  preparation  .  .  .  and  to  produce 
neater,  more  legible,  more  accurate  records. 

Call  the  local  Burroughs  office  for  com¬ 
plete  information,  or  write — Burroughs 
Adding  Machine  Co.,  Detroit,  Michigan. 


A  distinct  advance,  permitting  the  posting 
of  weekly  or  monthly  totals  to  separate 
classifications,  printing  the  total  to  date 
of  each  classification  and  a  grand  total  of 
all.  No  relisting.  No  copying  from  total¬ 
izers,  as  a  single  key  depression  prints  each 
total.  Each  item  is  posted  to  its  proper 
classification.  Each  of  the  accumulating 
registers  has  a  capacity  of  twelve  digits. 
The  number  or  arrangement  of  columns 


Say  you  saw  it  in  THE  BULLETIN 
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Sales  Promotion  Division  Personnel  Group  - 


Proceedings 

Sales  Promotion  Sessions  of  the  20th  Annual 
Convention  of  the  NRDGA  (1931).  A  complete 
report  of  the  speeches  and  discussions  on  “How  to 
Spend  Our  Advertising  Money” ;  reports  on  “Cus¬ 
tomer  Contact”  and  “Customer  Analysis”  and 
other  very  important  subjects  of  timely  interest. 

Members  of  the  Group  $1.50 
NRDGA  Members  $1.50  Non-Members  $2.00 

*  *  *  ♦ 

Bound  volume  of  the  Data  Book  issues  for  1930. 
125  pages. 

Members  of  the  Group  $4.00 
NRDGA  Members  $4.00  Non-Members  $5.00 

*  m  *  * 

A  Complete  Exposition  of  Sales  Planning 

Published  in  March,  1931  issue  of  the  Data  Book. 
Advance  planning  completely  treated  from  first 
division  of  publicity  percentage  to  expenditure 
control.  Nine  charts  illustrate  procedure. 

NRDGA  Members  $1.00 
Additional  copies  to  Members  of  the  Group  $1.00 


Merchandise  Managers’  Division 

Merchandise  Control  Manual 

Book  presenting  two  or  three  of  the  best  systems 
of  control  found  in  operation  in  each  department 
of  the  store,  and  covering  the  general  consider¬ 
ations  in  installing  a  system  and  using  the  in¬ 
formation  or  data  which  the  control  system  re¬ 
cords.  The  purpose  of  the  manual  is  to  help 
stores  improve  their  merchandise  control  methods 
— to  assist  in  maintaining  well  assorted  stocks  at 
a  minimum  cost.  It  includes  all  of  the  best  material 
•  which  could  be  crowded  into  320  pages.  There 
are  89  forms  with  definite  suggestions  for  the  use 
of  each. 

NRDGA  Members  $3.00  Non-Members  $4.00 
♦  *  *  ♦ 

Buyer's  Job  Series 

Articles  of  the  Buyer’s  Job  series  that  have  re¬ 
cently  been  published  are:  Developing  an  Effec¬ 
tive  Merchandise  Control — Fashion  Merchandis¬ 
ing — What  to  Expect  from  a  Good  Control 
System — Developing  a  Profitable  Merchandising 
Program — How  to  Make  Advertising  Productive 
— How  to  Decrease  Markdowns  in  1931 — The 
Technique  of  Buying. 

NRDGA  Members  Free  Non-Members  Free 


The  Induction  of  the  New  Executive 

A  study  made  by  a  committee  headed  by  Natalie 
Kneeland,  Research  Bureau  for  Retail  Training, 
University  of  Pittsburgh,  for  the  Personnel  Group 
of  the  National  Retail  Dry  Goods  Association. 

From  the  experience  of  twenty-seven  stores  the 
various  problems  confronted  by  stores  in  induct¬ 
ing  new  executives  into  their  jobs  are  isolated. 
Proper  introduction  to  the  job, — -the  establish¬ 
ment  of  prestige, — methods  of  sustaining  the  in¬ 
terest  of  the  new  executive  and  other  problems  of 
orientation  are  described.  This  study  provides  a 
yard  stick  by  which  each  store  may  measure  its 
own  achievements  or  shortcomings  in  tl\e  induc¬ 
tion  of  its  executives.  19  pages. 

Price  $1.50 

To  members  of  the  National  Retail  Dry  Goods 
Association  $1.00 
*  *  *  ♦ 

Executive  Training 

A  study  made  by  a  committee  headed  by  Agnes 
Cronin,  Director  of  Training,  Gimbel  Brothers, 
Inc.,  Nezv  York,  N.  Y.,  for  the  Personnel  Group 
of  the  National  Retail  Dry  Goods  Association. 

This  report  on  Executive  Training  is  concerned 
with  courses  planned  for  the  development  of  (1) 
potential  executives  or  (2)  executives  already  in¬ 
stalled  on  the  job.  It  contains  sample  outlines  of 
background  or  store  organization  courses, — out¬ 
lines  for  training  squads, — and  leadership  courses. 
Methods  of  initiating  and  developing  such  courses 
are  described  and  the  most  successful  teaching 
methods  used  are  outlined.  This  study  is  interest¬ 
ing  to  every  store.  98  pages. 

Price  $2.50 

To  members  of  the  National  Retail  Dry  Goods 
Association  $1.50 

★  *  *  * 

Specialized  Training  For  Salespeople 

A  study  made  by  a  committee  headed  b\  Martha 
Douglas,  Director  of  Training,  James  McCreery 
&  Company,  Nezv  York,  N.  Y.,  for  the  Personnel 
Group  of  the  National  Retail  Dry  Goods  Associa¬ 
tion. 

This  study  is  a  resume  of  Specialized  Training 
for  Salespeople.  The  sources  of  the  information 
necessary  for  such  training  are  given, — the  re¬ 
sponsibility  for  the  courses  and  suggestions  for 
time  and  place  are  made, — the  ensembling  of  cer¬ 
tain  information  for  the  salespeople  in  various  de¬ 
partments  is  accented.  This  study  also  contains 
teaching  outlines  and  merchandise  information  for 
such  departments  as  China,  Fur,  Gloves,  Jewelry, 
and  others.  119  pages. 

Price  $2.50 

To  members  of  the  National  Retail  Dry  Goods 
Association  $1.50 


Say  you  saw  it  in  THE  BULLETIN 


June,  1931 

Arithmetic  For  Executive  Training  Groups  in  De- 
jyartment  Stores 

Compiled  by  the  Prince  School  of  Store  Service 
Education,  for  the  Personnel  Group  of  the 
National  Retail  Dry  Goods  Association. 

This  Manual  will  be  useful  to  personnel  execu¬ 
tives  who  are  conducting  courses  in  executive 
training  that  include  arithmetic.  Even  without  the 
assistance  of  a  teacher  the  young  executive  will  be 
able  to  follow  these  pages  in  a  program  of  self- 
help.  The  Manual  treats  of : 

Vendors’  Discounts 
Mark-up 

Price  Lines  and  Mark-up 
Mark-down  and  Cancellation 
Profit  and  Loss  Statement 
Retail  Method  of  Inventory 
Turnover 

Merchandise  Budget 
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metic,  and  also  as  a  review  for  executive  training 
groups.  63  pages. 

Price  SI. 00 

In  quantities  of  twenty-five  or  more  .75 
*  *  *  * 

Training  Contingents 

A  study  made  by  a  committee  headed  by  Mildred 
Bristol,  Director  of  Training,  Stern  Brothers, 
New  York,  N.  Y.,  for  the  Personnel  Group  of  the 
National  Retail  Dry  Goods  Association. 

This  study  is  a  summary  of  training  methods  for 
Contingents  as  used  by  a  number  of  large  stores. 
It  outlines  a  suggested  general  background  course 
for  contingents, — it  includes  examples  of  training 
material  and  gives  brief  outlines  of  merchandise 
information  as  needed  in  fifteen  departments  such 
as  Gloves,  Hosiery,  Underwear,  Pajamas,  and 
others.  Although  formulated  for  “Contingents”, 
the  material  in  this  study  will  be  useful  to  all 
salespeople.  139  pages. 


It  also  includes  an  appendix  which  deals  with  the  p  .  to  cn 

subject  of  common  and  decimal  fractions.  This  rrice  $  .0  ^  , 

may  be  used  by  educational  departments  in  teach-  To  members  of  the  National  Retail  Dry  Goods 

ing  salespeople  who  are  found  deficient  in  Arith-  Association  $1.50 

Continued  on  page  400 


“Budget  Control” 

What  it  Does  and  How  to  Do  it 


This  booklet  sets  forth — 

1.  The  reasons  for  a  budget  in 
business. 

2.  How  each  part  of  it  should 
be  prepared. 

3.  The  principles  of  its  effective 
operation. 

Particular  attention  is  directed  to  the 
booklet  at  this  time,  because  of  the 


peculiar  importance  of  the  budget  in 
the  control  of  finances  and  improve¬ 
ment  of  organization.  The  present 
edition  is  a  second  printing,  revised 
and  enlarged,  of  the  original  issued 
by  Ernst  &  Ernst  in  1925.  It  has 
forty  pages  with  six  exhibits.  Mailed 
on  request  of  nearest  office. 


ERNST  &  ERNST 

ACCOUNTANTS  and  AUDITORS-SYSTEM  SERVICE 
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Customer  Contacts — Repair  Desks 

The  following  series  of  meetings  for  the  personnel  of  the  Repair  Desk  was  planned 
to  improve  service,  since  contacts  made  there  are  quite  as  important  as  those  made 
“over  the  counter”,  although  the  ideals  of  service  have  been  much  less  emphasized 
in  non-selling  departments. 

LESSON  I 

Content  Method 

I.  ImjX)rtance  of  correct  handling  of  customers  at 
a  repair  desk. 

A.  Need  to  imagine  how  repaired  goods  will  ap¬ 
pear  and  then  be  able  to  picture  it  to  the  cus¬ 
tomer. 

li.  New  customers  are  made  at  the  desk  as  well 
as  old  customers  brought  back  through  ad¬ 
justments. 

C.  Selling  repairs  requires  similar  technique  to 
the  selling  of  a  new  piece  of  merchandise. 

II.  The  parts  of  a  sale  with  which  a  repair  desk  sales¬ 
person  is  concerned. 

A.  Approach 

1 .  Attitude 

2.  Appearance 

B.  Handling  of  merchandise 

C.  Talking  points 

D.  Giving  information 

E.  Closing  the  sale 

F.  Suggestive  selling 

Assignment 

Notice  the  effect  on  customers  of  the  approach  you 
use.  What  kinds  of  approach  do  you  use? 


Discuss  with  the  group  the  importance  of  making  re¬ 
turning  customers  through  the  repair  desk. 


Using  a  shopping  report,  go  thru  the  form  and  ask  the 
I)eople  to  point  out  the  parts  of  a  sale  they  use. 


LESSON  11. 


Content 

I.  Review  of  the  various  parts  of  a  sale. 

II.  Effectivv;ness  of  the  approach  at  the  repair  desk 

A.  Kinds  of  apjjroach 

1.  Greeting 
“Good  Morning” 

2.  Merchandise 

;  a.  “Isn’t  that  a  lovely  pin?” 

'  b.  “Can  we  restring  your  necklace?” 

B.  How  to  handle  a  large  group  of  people. 

1.  Take  in  turn 

2.  Recognize  customer  who  is  waiting 

III.  Two  ways  of  handling  customer  bringing  mer¬ 
chandise  to  be  repaired 

A.  Indifferent  and  careless 

B.  Interested  and  helpful 

IV.  Importance  of  attitude 

Attitude  of  helpfulness  and  sincere  regard  for 
customer’s  projjerty  is  appreciated. 

V.  Two  ways  of  handling  necklace  brought  in  to  be 
restrung.  ^  ^ 


Method 

Discuss  parts  with  which  repair  desks  are  concerned 

Ask,  and  discuss  with  the  group,  the  kinds  of  apiiroach 
that  may  be  used. 


Ask  the  group  to  suggest  methods  to  keep  a  large 
group  from  becoming  impatient 


Demonstrate  and  ask  group  to  point  out  differences 
l)etween  the  two  methods 


Note  the  effect  of  attitude  on  the  customer 


Demonstrate,  and  have  group  note  differences 


A 
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the 
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NOW  J 

Joes  iL 


SPEED  OF  KARDEX  VERTICAL 
VIKIDLE  SVSTE>1  SAVES  OOl%  OF 
FORMER  TIME  AXD  SALARIES 


k^TEINFELD  Inc.,  New  York  distributors  for 
ninety  manufacturers,  carry  9000  accounts  receivable  wbicb  were  formerly 
hand  ftosted  to  ledger  cards  filed  in  flat  drawers.  In  1928  they  adopted  a 
system  of  machine  posting  to  Kardex  Vertical  Visible  Ledger  cards  filed  in 
Kardex  Vertical  Visible  Trays.  A  S0%  reduction  in  the  bookkeepers’  time 
consumed  in  locating,  removing  and  replacing  ledger  cards  followed  im¬ 
mediately,  due  to  the  instant  accessibility  of  Kardex  cards  and  the  general 
speed  of  the  system. 

Today  one  bookkeeper  does  the  work  that  formerly  required  three,  monthly 
statements  are  always  out  promptly  and  a  balance  may  be  obtained  at  any 
time  within  a  few  hours.  Moreover,  the  Vertical  Visible  System  has  proven 
so  flexible  that  it  serves  equally  well  for  accounting,  credit  and  sales,  pro¬ 
ducing  profits  far  beyond  the  company’s  expectations.  And,  by  marking  the 
Kardex  cards  with  signals  and  code  numbers,  valuable  credit  and  sales 
information  is  quickly  available  when  needed. 


If  you  are  interested  in  effecting  operating  economies  in  your  bookkeeping 
department,  don’t  overlook  the  speed,  accuracy  and  flexibility  of  Kardex 
Vertical  Visible  Record  Systems. 

The  coupon  will  bring  you  complete  information. 


Remington  Rand 


Send  me  literature  oo  Kardex  Vertical  Viaible  Record  Syttema. 


AJdrees. 
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A.  Careful  examination  and  count  of  beads  before 
placing  in  envelope 

B.  Rough  handling  and  careless  placing  of  mer¬ 
chandise 

VI.  Effectiveness  of  careful  handling  of  merchandise  Ask  group  to  point  out  results  of  careful  handling  of 

A.  Gives  customer  confidence  merchandise 

B.  Opens  way  for  future  contacts 

Assignment 

Notice  what  selling  points  you  use  in  handling  repairs 


LESSON  III. 


Content 

1.  Review  of  last  lesson 

II.  Selling  points  that  may  be  used  for  repairs. 

A.  Restringing  beads 

1.  Our  repair  people  are  very  careful 

2.  String  is  sturdy  and  wears  well 

B.  Hosiery  repairs 

1.  Work  is  neatly  done 

2.  Work  shows  less  than  home  repairing 

C.  Glove  repairs 

Retinting  makes  them  like  new 

III.  Repair  desk  people  can  give  information  that  will 
sell  their  merchandise. 

A.  Information  about  ho.w  the  work  will  be  done 

B.  Cost 

C.  Finished  appearance 

D.  Time  required 

IV.  Importance  of  voice  tone 

A.  Evenly  modulated 

B.  Not  monotonous  nor  weary 


Method 

Discuss  ways  to  handle  a  group  of  people  waiting. 
Discuss  importance  of  handling  merchandise  carefully. 


Ask  the  group  to  point  out  selling  points  they  are  able 
to  use. 


•Ask  the  group  to  tell  the  information  they  can  supply 
about  the  merchandise  so  the  customer  doesn’t  need 
to  ask  questions. 


Illustrate  and  discuss  effect. 


Assignment 

How  do  you  use  suggestive  selling?  How  does  it  act 
on  the  customer? 


I.  Review 


Content 


LESSON  IV. 


Method 


Ask  the  following  questions: 


What  parts  of  a  sale  does  a  repair  desk  salesperson 
use  every  day? 

How  may  the  approach  be  varied? 

What  effect  does  carefully  handled  merchandise  have 
on  a  customer?  Why? 

How  does  a  girl  at  the  repair  desk  sell  her  mer¬ 
chandise? 


II.  Use  of  suggestive  selling  Ask  the  group  to  suggest  methods  of  increasing  their 

A.  “Do  you  wish  to  have  this  watch  cleaned?’’  sales. 

B.  “Do  you  wish  to  have  these  gloves  retinted?’’ 

C.  “Do  you  wish  these  gloves  mended?” 
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The  Fair,  Chicago — Statistical  Department 

Economy  of  Operation 

Here  are  Monroes  calculating  merchandise  statements,  operating  reports, 
and  all  other  routine  and  special  figuring  jobs  of  the  department. 

Monroe  accuracy,  speed  and  simplicity  of  operation,  assure  quantity  figure 
production  at  low  cost,  thus  dovetailing  with  the  present  day  department 
store’s  program  of  economy  of  operation. 

A  Monroe  representative  in  your  city  will  be  glad  to  discuss  with  you  the 
possibilities  of  applying  Monroe  methods  and  machines  to  short-cut  the  figure 
work  of  your  store. 


MONROE  CALCULATING  MACHINE  COMPANY  INOORANC^  NEWJERSEY 

Say  you  saw  it  in  THE  BULLETIN 
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III.  Closing  sales  at  repair  desk  Ask  the  group  to  point  on 

Ways  of  closing  sales  “  ''‘‘PW’ 

1.  “You  will  call  for  this?” 

“Come  in  again,  Mrs.  . ” 

2.  “Thank  you.  Mrs . . 

Come  in  again.” 

Assignment 

( )irserve  your  customers  leaving.  Do  you  send  them 
away  pleasantly  ?  ' 


Ask  the  group  to  point  out  methods  of. sending  custo¬ 
mers  away  in  a  hap^y  mood. 


LESSON  V. 


Content 


Method 


I.  Review 

Demonstration  Sale 


Ask  two  girls  to  demonstrate  the  handling  of  a  cus¬ 
tomer  bringing  hose  to  he  rejiaired.  Discuss  good 
and  bad  points  with  the  group.  Siigg^’t  poiiits  to 
improve. 


LESSON  VL 


Content ' 


I.  Review 

Demonstration  Sale 


Method 


.\sk  two  girls  to  demonstrate  the  handling  of  a  cus¬ 
tomer  bringing  a  piece  of  jewelry  to  be  repaired. 
Discuss  good  and  jioor  points  with  the  group. 


Using  Measures  of  Production 

Every  individual’s  production  record  is  reviewed 
each  six  months  by  the  Ttaining  Representative. 

The  following  outline  'gives  in  detail  the  procedure 
in  going  over  the  record^iKvith  the  salesperson. 

In  non-selling  deparlilfi^ts  records  are  reviewed  with 
the  head  of  the  department. 

I.  Content 

Points  to  cover  in  explaining  production  record 
to  salesperson. 

II.  Method 

Study  individual  record  by  reading  for  month 
and  6  months’  period 

1.  Selling  record  on  auxiliary  sheet 

a.  Number  of  sales 

b.  .\verage  sale 

c.  Actual  credits 

d.  Total  Credits 

e.  Daily  sales  quota 

f.  Days  selling 

g.  .Actual  quota 

h.  Bonus 

i.  Extra  selling  cost 

j.  Cost  percentage 

2.  Department  manager’s  rating  on  master 
card 

a.  Appearance 

b.  Interest 

c.  Salesmanship 

d.  Care  of  stock 

e.  Attitude 


3.  Attendance  error  record  on  master  card 

a.  Absence 

b.  Lateness 

c.  Errors — Get  detailed  list  of  errors  from 
Training  Department,"  if  this  item  is  un¬ 
satisfactory. 

4.  Shopper's  report  ratings 

B.  Compare  record  under  consideration  with : 

1.  Records  of  other  salespeople 

a.  In  same  section 

b.  With  same  opportunity 

2.  Department  selling  cost 

C.  Discuss  record  with  department  manager 

D.  .Ask  floor  manager  to  send  salesperson  to  you 

E.  Remind  salesperson 

1.  If  new — of  the  record  as  taken  up  in  gen¬ 
eral  in  record  meeting  ( Report  any  omis- 
misions  in  attendance  to  Director  of  Per¬ 
sonnel  ) 

2.  If  old — of  her  record  as  taken  up  by  in¬ 
terviewer  on  last  occasion  as — “It  has  been 
six  months,  hasn't  it.  since  Miss  B.  went 
over  your  record  with  you?” 

F.  Record  date  on  yellow  card  under  space  for 
interview  using  following  code : 

1.  I — Interview 

2.  .A — .Absence 

3.  L — Lateness 

4.  E — Errors 

5.  Keeps  fig, — is  now  keeping  account  of  sales 

6.  Agr.  to  keep  fig, — Has  not  been  keeping 
sales  but  agrees  to  do  so 
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Part  oj  the  Otis  escalator  installation  supplementing  elevator  service  in  the  store  of  the  Powers  Mercantile  Company,  Minneapolis,  Minn. 


TF  UPPER  FLOORS  of  department  stores  are 
to  pay  their  way  in  sales,  customer  traffic  must 
be  heavy  ....  The  most  effective  way  to  im¬ 
prove  upper-floor  density  ratios  (square  feet  of 
selling  space  per  customer  per  hour)  is  to  im¬ 
prove  facilities  for  vertical  transportation  .... 
This  end  has  heen  economically  gained  hy  many 
leading  stores  through  Otis  escalators,  supple¬ 


menting  elevators  ....  Otis  escalators  enable 
customers  to  “shop”  from  floor  to  floor  with  maxi¬ 
mum  speed  and  minimum  inconvenience  .... 
Otis  is  equipped  to  undertake  all  details  of  escala¬ 
tor  installation,  and  maintain  equipment  in  per¬ 
fect  running  condition  for  a  low,  flat  yearly  rate. 
.  .  .  Otis  engineers  are  always  available  for  con¬ 
sultation.  without  obligation,  upon  problems  of 
customer  distribution  in  stores. 


ELEVATOR  COMPANY  339r,»r.^^ 


7.  Ref. — 1-2  Requested  salesperson  to  go  over 
record  again  Jan.  2. 

8.  Ix — Salesperson  asked  for  interview. 

G.  Read  record  aloud  to  salesperson  in  following 
order — having  her  follow  record  as  you  read 
— comparing  same  6  months  of  previous  year 
with  present  year. 

1.  Attendance — error  record 

a.  Unsatisfactory  record 

1.  Check  item  with  lead  pencil  on  yellow 
card 

2.  Discuss  reasons  for 

3.  Suggest  corrections 

(give  list  of  errors  if  errors  heavy) 

4.  Explain  importance  by  saying  that 
each  record  is  divided  into  three  sec¬ 
tions 

a.  Attendance — error 

b.  Stock 

c.  Sales 

b.  Satisfactory  record 
Praise 

2.  Sales  record 

a.  Unsatisfactory  record 

1.  Check  numlier  of  sales,  or  average 
sale,  or  both,  with  lead  pencil  at  top 
of  column. 

2.  Ask  salesperson  to  select  other  sales¬ 
person  in  her  department  with  whom 
she  feels  it  would  be  fair  to  compare 
record,  because  of  equal  opportunity. 
(Note — Be  sure  salesperson  can  not 
see  second  record,  because  of  bonus 
earnings  and  salary) 

3.  Compare  records  item  by  item 
(Note — If  salesperson  selects  another 
unsatisfactory  record,  tell  her  she 
should  expect  to  do  better  and  ask  her 
to  make  another  selection) 

4.  Suggest  corrections 
a.  Number  of  sales 

1.  Move  more  quickly 

2.  Wait  on  two  customers  at  once 

3.  Be  more  alert  to  see  customers 


b.  Average  sales 

1.  Higher  priced  merchandise 
gives  better  service 

2.  Suggestive  selling 

5.  If  record  very  poor  set  one  month’s 
time  ahead  for  salesperson  to  return 
to  see  record  again,  making  notation 
on  card  in  code. 

6.  Praise  where  possible 

b.  Satisfactory  record 

1.  Praise 

2.  Point  out  strong  points 

3.  If  advisable  ask  salesperson  to  select 
other  record  for  comparison,  as  in 
2-a-2 

4.  Consider  sales  record  as  whole,  with 
attendance,  record  and  Department 
Manager’s  rating — 

(Note:  Department  Manager’s  rating 
is  used  more  as  a  guide  to  interviewer 
than  information  to  be  given  to  sales¬ 
person) 

5.  Give  salary  consideration 

a.  All  points  satisfactory 

Tell  salesperson  you  have  recom¬ 
mended  to  Department  Manager 
and  she  will  receive  increase  on 
Saturday,  gpving  date. 

b.  All  points  not  satisfactory 

1.  Tell  salesperson  cannot  recom¬ 
mend  because  of : 

a.  Stock 

b.  Attendance 

c.  Errors 

2.  Set  definite  date  for  reconsid¬ 
eration,  making  notation  on 
card  in  code. 

c.  All  points  satisfactory  except 
errors 

Tell  salesperson  you  will  recom¬ 
mend  if  she  improves 
Probation  one  or  two  months. 


SOLUTIONS  TO  PROBLEMS  IN  THE 
ARITHMETIC  MANUAL 


In  February  of  this  year,  the  Personnel  Group  pub¬ 
lished  a  compilation  of  The  Prince  School  of  Store 
Service  Education,  19  Allston  Street,  Beacon  Hill, 
Boston,  “Arithmetic  for  Executive  Training  Groups 
in  Department  Stores”.  This  contained  sections  on; 

Vendors’  Discounts 
Mark-up 

Price  Lines  and  Mark-up 
Mark-down  and  Cancellations 
Profit  and  Loss  Statement 
Retail  Method  of  Inventor}' 

Turnover 

Merchandise  Budget 


Appendix 
Common  Fractions 
Decimal  Fractions 

Very  soon  after  this  appeared  requests  were  re¬ 
ceived  for  the  “solutions”  to  the  problems  in  the  Man¬ 
ual,  consequently,  the  Prince  School  has  compiled  a 
book  of  Solutions  which  not  only  gives  the  answers  to 
the  problems  in  the  Arithmetic  Manual  but  describes 
the  process  by  which  the  answers  are  arrived  at. 

This  is  available  for  $1.00  a  single  copy  and  7Sc  a 
copy  in  quantities  of  25  or  more.  Please  send  orders 
to  Personnel  Group,  National  Retail  Dry  Goods  Asso¬ 
ciation,  225  West  34th  Street,  New  York  City. 
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department,  regardless  of  the  space  valuations.  If, 
however,  the  only  estimates  obtainable  for  setting  the 
space  valuations  were  estimates  based  on  the  value  of 
the  heated  space,  heat  could  properly  be  prorated  with 
the  other  items  of  Fixed  Plant  and  Equipment  costs. 

Sales  Promotion  Office,  Newspaper  and  General  Ad¬ 
vertising  and  Direct  Mail — The  expenses  of  advertising 
space,  direct  mail  circulars,  cuts,  drawings,  etc.,  should 
be  charged  direct  to  the  departments  for  which  the  ad¬ 
vertising  was  done.  Prorate  on  the  number  of  direct 
mail  pieces  sent  out  for  each  department,  the  costs  of 
postage,  mailing  lists,  folding  and  inserting  done  by 
outsiders  and  that  portion  of  addressograph  operators 
salaries  and  supplies  charged  to  publicity.  Institutional 
advertising  is  that  advertising  which  promotes  the 
entire  store  rather  than  specific  departments.  This 
should  be  charged  to  all  departments  on  the  number  of 
transactions,  on  the  theory  that  advertising  is  sup¬ 
posed  to  bring  customers  to  the  stores.  The  character 
of  the  advertising  should  determine  whether  heads  or 
tails  should  be  charged  all  to  institutional  advertising, 
half  to  institutional,  half  direct,  or  entirely  to  direct 
along  with  the  main  body  of  the  advertisement.  All 
other  indirect  expenses  of  these  three  divisions  should 
be  charged  to  departments  in  proportion  to  the  total 
direct  expenses.  In  a  very  large  store  artists,  copy¬ 
writers,  etc.,  might  keep  time  sheets  to  show  the 
amount  of  work  done  for  each  department.  In  general 
it  may  be  assumed  that  the  indirect  time  spent  is  in 
proportion  to  the  direct  expenses. 

Display — It  is  not  an  easy  matter  to  prorate  in¬ 


direct  display  expense  equitably,  especially  in  the  small 
store.  Many  stores  now  divide  these  expenses  in  pro¬ 
portion  to  the  amount  of  window  space  assigned  to 
each  department.  There  are  disadvantages  to  this 
system.  It  is  often  the  policy  of  the  store  to  display 
accessories  and  garments  in  the  same  window  and  the 
relative  pulling  power  of  each  is  not  easy  to  estimate. 
It  is  beccxning  more  and  more  the  duty  of  the  display 
department  to  arrange  internal  displays.  In  the  more 
exclusive  stores  it  is  more  and  more  the  policy  to  put 
“prestige  merchandise”  in  the  windows,  to  make  the 
window  institutional  advertisements  and  not  to  allow 
the  individual  departments  any  say  in  the  amount  of 
window  space  devoted  to  them  or  the  merchandise 
which  will  be  displayed.  Where  very  little  internal 
display  is  done  and  where  definite  space  is  still  assigned 
to  departments  it  is  still  best  to  prorate  in  proportion 
to  that  space.  Windows  carrying  a  little  of  everything 
or  prestige  merchandise  only  may  be  apportioned  on 
the  number  of  transactions,  (i.  e.  number  of  customers 
buying  in  each  department.)  Often  the  best  way  to 
settle  the  matter  fairly  is  to  allow  the  display  manager 
to  estimate  the  proportion  of  his  time  and  the  time  of 
his  staff  given  to  each  department  both  for  interior  and 
window  displays.  He  may  also  estimate  the  projX)rtion- 
ate  benefit  each  department  derives  from  the  windows. 
Where  the  proration  is  to  be  based  on  these  estimates 
the  merchandise  managers  should  also  check  the  esti¬ 
mates  and  percentages  finally  arrived  at  which  are  con¬ 
sidered  fair  by  everybody.  The  rental  charge  for  the 
windows  will  of  course  be  added  to  other  display  ex¬ 
pense  for  proration  purposes. 


WHAT  PRICE? 

This  is  the  important  question  answer¬ 
ed  by  a  price  ticket — and  price-mark¬ 
ing  mistakes  mean  misunderstandings 
and  losses. 

The  ‘Midget’  is  a  willing  and  tireless 
little  worker.  It  will  mark  your  pin- 
tickets,  string  tags  and  gummed  labels 
easily  and  quickly  with  clear-cut,  print¬ 
ed  price-marking  information  that  can 
never  be  misunderstood. 

Costly  mistakes  cannot  be  made  with 
the  ‘Midget’ — can  the  same  be  said 
about  handwritten  tickets? 

Complete  for  $40.00,  including  full 
font  of  type,  type  cabinet  and  ink. 


WRITE  FOR  A  MIDGET  CATALOGUE 


A  KIMBALL  CO. 


307  West  Broadway 


Established  1876 


New  York,  N.  Y. 


PHILADELPHIA 
ST.  LOUIS 


BOSTON 

SAN  FRANCISCO 


CHICAGO 

MONTREAL 
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Each  one  of  these  types  of  retail  agencies  differs 
from  the  other  in  organization,  merchandising  policies, 
the  degree  of  service  rendered  to  customers,  cost  of 
operation  and,  to  some  extent,  in  the  type  of  clientele 
to  which  they  appeal.  The  figures  I  have  just  quoted 
indicate  that  department  stores,  chain  stores,  inde¬ 
pendent  specialty  stores  and  mail-order  houses  consti¬ 
tute  the  most  important  retail  outlets  of  distribution. 

The  department  store  idea  has  grown  and  developed 
by  laying  special  empliasis  on  service  to  customers ;  our 
chain  store  systems  have  for  the  most  part  curtailed 
service,  doing  business  on  a  “cash  and  carry  basis,” 
although  quite  recently  there  is  evidence  of  a  tendency 
on  the  part  of  some  chain  stores  to  grant  credit  to  cus¬ 
tomers  and  to  deliver  purchases  without  charge. 

As  the  term  implies,  mail-order  houses  sell  largely 
through  the  medium  of  catalogs,  orders  being  for¬ 
warded  by  customers  through  the  mail  and  the  mer¬ 
chandise  being  sent  largely  in  like  manner  to  the  cus¬ 
tomers.  In  the  past,  the  mail-order  house  received  a 
great  amount  of  business  from  small  towns  and  rural 
communities.  During  the  past  decade,  however,  because 
of  the  use  of  automobiles  and  the  building  of  goad 
highways,  a  large  portion  of  this  business  has  Ijeen 
diverted  from  the  mail-order  houses  to  the  stores  of  the 
nearest  trading  center.  To  this  condition  can  be  attrib¬ 
uted  the  fact  that  two  of  the  largest  mail-order  com¬ 
panies  in  our  Country  have  established  chains  of  retail 
stores  in  many  parts  of  the  country. 

Definition  of  a  Department  Store 

To  define  the  modern  department  store  is  rather  a 
difficult  task.  The  definition  of  Professor  Paul  H. 
Nystrom  of  Columbia  University  is  perhaps  as  good  as 
any  that  we  have.  Professor  Nystrom  says:  “The  de¬ 
partment  store  is  a  retailing  institution  that  deals  in 
many  lines  of  goods,  each  line  separated  or  ‘depart- 
mentized’  from  the  rest,  both  in  location  within  the 
building  and  in  the  concern’s  systems  of  accounting 
and  management.  Each  department  is  conducted  prac¬ 
tically  as  a  store  in  itself.  In  large  stores,  each  depart¬ 
ment  has  its  separate  organization,  consisting  of  a  buyer 
or  department  manager,  and  sales  people.” 

Nothing  could  be  further  from  the  fact  as  to  the 
origin  of  the  modem  department  store  than  the  view¬ 
point  of  the  many  Americans,  who  erroneously  consider 
it  to  be  an  American  institution  born  and  bred.  Those 
Americans  who  are  familiar  with  the  origin  and  growth 
of  department  stores  take  pleasure  in  acknowledging 
that  The  Bon  Marche  in  Paris,  established  in  1852,  was 
the  first  general  store  to  be  ojjerated  along  department¬ 
alized  lines.  Whitely  of  London,  known  as  “The  Uni¬ 
versal  Provider,”  was  probably  the  first  store  of  the 
kind  to  be  operated  in  England.  Among  our  first  great 
merchants  were  A.  T.  Stewart,  Benjamin  Altman, 
Samuel  Lord,.G.  W.  T^dor,  James  McCreery,  James 
Hearn  of  New  York;  ^en  D.  Jordan  of  Boston.  It 
was  not,  however,  until  during  the  period  following  the 
business  depression  of  1872-1874  that  the  department 


store  had  a  rapid  rise  and  development  in  our  country. 

I  am  certain  that  the  great  department  stores,  not  men¬ 
tioned  heretofore,  which  we  now  have  in  America,  not¬ 
ably  R.  H.  Macy  &  Co.,  of  New  York  (controlled  and 
operated  since  1896  by  Messrs.  Isidor  and  Nathan 
Straus  and  their  heirs),  Jordan  Marsh  Company  and 
Wm.  Filene’s  Sons  Co.  of  Boston,  John  Wanamaker 
of  Philadelphia  and  New  York,  Stern  Brothers  of 
New  York,  The  May  Company  of  St.  Louis  and  other 
cities.  The  J.  L.  Hudson  Co.  of  Detroit,  Marshall  Field 
&  Co.  and  The  Fair  of  Chicago  and  a  number  of  others, 
learned  much  during  their  period  of  development  and 
continue  to  do  so  even  today  from  their  fellow  mer¬ 
chants  in  Europe.  We  recognize  the  great  stores  of 
Paris.  London,  Berlin  aftd  far  off  Japan  as  being  com¬ 
parable  with  those  in  .\merica. 

Operating  Costs 

One  of  my  good  English  friends,  when  he  learned  I 
would  be  given  the  opportunity  of  addressing  you,  sug¬ 
gested  that  as  industrialists  and  financiers,  you  would 
be  intedested  in  learning  something  about  the  cost  of 
operating  our  businesses.  He  told  me  that  many 
European  manufacturers,  and  the  same  is  true  in  our 
own  country,  labor  under  the  impression  that  the  lion’s 
share  of  the  profit  in  production  and  distribution  falls 
to  the  lot  of  the  retailer.  For  this  reason  it  may  be 
profitable  to  cite  some  figures  on  operating  costs.  I 
can  best  illustrate  our  expenditures  by  breaking  down 
$100  of  ojjerating  expenses  into  the  various  component 
expense  items  incurred  by  department  stores  with  net 
sales  of  two  million  dollars  or  more  annually.  These 
calculations  are  based  on  the  common  figures  reported 
to  the  Bureau  of  Business  Research  of  Harvard  Uni¬ 
versity  for  the  year  1929  and  are  distributed  as  follows : 


Payroll  . $51.00 

Rent  and  other  costs  of  operating  plant 

and  equipment  .  15.00 

Advertising  .  10.50 

Taxes  .  1.00 

Interest  .  6.00 

Supplies  .  5.00 

Outside  service  purchased,  viz :  light, 

heat,  power  .  2.00 

Traveling  .  1.50 

Communications  .  1.00 

Repairs  .  1.00 

Insurance,  depreciation  and  profession¬ 
al  services  .  2.50 

Unclassified  (including  bad  debts)  .  .  3.50 


Since  1920  surveys  have  been  conducted  annually  on 
the  cost  of  doing  business  in  our  department  stores. 
The  findings  of  these  studies  show  that  during  the 
past  decade  expenses  have  been  mounting  steadily, 
while  the  profits  of  many  stores  have  been  decreasing 
just  as  steadily.  Please  do  not  misunderstand  me. 
There  are  many  department  stores,  today,  which  are 
operating  on  a  profitable  basis.  In  making  these  state- 
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tnents.  I  am  referring  to  the  common  experience  of 
our  Craft. 

This  increasing  cost  of  ^oing  business  in  department 
stores  has  been  due  in  a  large  degree  to  the  willingness 
of  retailers  to  meet  the  varied  demands  for  service 
made  by  their  customers.  Today,  the  modern  depart¬ 
ment  store  is  expected  to  carry  thousands  of  items  of 
merchandise  to  supply  the  necessities  and  luxuries 
which  our  mode  of  living  requires. 

The  customers  of  department  stores  and  larger  spec¬ 
ialty  shops  have  for  years  enjoyed  free  delivery,  of 
merchandise  in  their  own  cities,  whether  the  purchase 
consisted  of  an  item  costing  ten  cents  or  twenty-five 
cents,  or  a  suite  of  furniture.  Merchants  in  some  cities 
ship  purchases  free  of  delivery  charge  to  almost  all 
parts  of  this  country.  Delivery  service  requires  the 
maintenance  and  operation  of  a  tleet  of  motor  vehicles 
sufficient  to  cover  the  entire  trading  area  served  by  the 
store.  In  the  average  store,  delivery  expense  runs  from 
one  to  one  and  six  tenths  per  cent  of  sales.  It  costs 
from  ten  to  thirty  cents  to  deliver  each  purchase  into 
the  home  of  the  consumer.  This,  of  course,  is  exclusive 
of  such  merchandise  as  furniture,  carpets  and  rugs  and 
other  bulk  merchandise,  where  the  cost  is  considerably 
higher.  It  was  believed  generally  that  when  the  horse- 
drawn  wagons  were  replaced  by  motor  vehicles,  delivery 
costs  would  decrease.  Such  has  not  Ijeen  the  case.  In 
an  attempt  to  stem  the  rising  costs  of  delivery,  mer¬ 
chants  in  some  of  our  cities  are  making  use  of  so- 
called  consolidated  or  cooj)erative  delivery  methods.  In 


the  case  of  consolidated  delivery,  the  service  is  provided 
by  a  private,  independent  organization  with  which  sev¬ 
eral  retailers  contract.  It  differs  from  cooperative  de¬ 
livery  in  that  the  delivery  company  is  not  owned  or 
managed  by  the  stores  using  the  service.  Through  the 
partial  or  entire  use  of  consolidated  or  cooperative  de¬ 
livery,  merchants  in  some  instances,  have  been  able  to 
reduce  their  deliver^’  cost  by  as  much  as  20  per  cent. 

Credit  Facilities  Offered  to  Customers 

With  few  exceptions,  American  department  stores 
offer  credit  facilities  to  their  customers.  There  are  two 
plans  of  retail  credit  in  general  use ;  first :  open  charge 
accounts ;  second :  the  deferred  or  installment  plan. 
Stores  doing  a  credit  business  usually  find  that  over 
fifty  per  cent  of  their  sales  are  on  a  credit  basis.  Goods 
purchased  on  open  charge  accounts  are  expected  to  be 
paid  for  on  or  before  the  tenth  of  the  month  following 
that  in  which  the  transactions  were  made.  As  a  matter 
of  fact,  it  happens  frequently  that  payments  on  regular 
charge  accounts  lag  thirty  or  sixty  days  and  even 
longer.  Credit  losses  on  open  charge  account  sales 
average  about  four  tenths  of  one  i)er  cent  of  such  sales, 
which  is  small,  when  considering  the  vast  amount  of 
business  transacted  on  this  basis. 

For  a  number  of  years  such  lines  of  merchandise  as 
furniture,  musical  instruments,  radios,  electrical  appli¬ 
ances  and  other  household  goods  have  l)een  sold  on  the 
deferred  payment  plan.  Since  the  World  War  this 
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A  Touch  of  the  Fingers  changes 
the  printing  combinations.  Thus — 
12  AK  1M«1  becomes  1  BK  8S«4 


PRICE  MARKING 
MACHINES 

ECONOMICALLY  and  SPEEDILY  prints  neat  legible 
price  marking  information  even  where  each  ticket  l^ars 
different  number  or  letter  combinations. 
PARTICULARLY  ADVANTAGEOUS  for  marking 
small  lots  as  Ready  to  Wear,  Infants  Wear,  Furniture, 
etc. — Also  re-ticketing  goods  returned,  and  price  changes. 
PORTABLE — Weighs  less  than  2  pounds  and  may  be 
moved  easily  and  quickly  to  any  part  of  the  store  for 
emergency  marking. 

WILL  PRINT  on  almost  any  size  ticket  or  label. 
CONSTRUCTION  —  Steel  throughout  —  the  printing 
characters  engraved  on  steel  wheels,  assuring  sharp 
clear  impressions. 

MADE  SPECIAL  to  meet  individual  requirements. 

AMERICAN  NUMBERING  MACHINE  CO. 

220-230  Shepherd  Ave.,  Brooklyn,  N.  Y. 

Branches:  Chicago,  London,  Paris 


List  nf  a  few  Representative  Stores  usina  the  American 
Speed  Set  Price  Marking  Machines 

Fred'k  Loeser  &  Co.,  Inc . Brooklyn,  N.  Y. 

Abraham  &  Straus.  Inc .  “  “ 

The  Xamm  Store  .  “  “ 

R.  H.  Macy  &  Co.,  Inc . New  York  City 

James  A.  Hearn  &  Son,  Inc....  "  “  “ 

Bloqmingdale’s  .  “  “  “ 

National  Dept.  Stores,  Inc.  ..."  “  “ 

Jordan  Marsh  Company  . Boston,  Mass. 

Kresse  Dept.  Stores  . Newark,  N.  J. 

Blauner’s,  Inc . Philadelphia,  Pa. 
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Boggs  &  Buhl  . Pittsburgh,  Pa. 

Myer  Siegel  &  Co . Los  Angeles,  Cal. 

Barnard  Hirsch  . San  Francisco,  Cal. 

Frederick  &  Weingarten  Co.  “  “ 

The  Paris  Co . Salt  Lake  City,  Utah 

Lipman  Wolfe  &  Co . Portland.  Oregon 

Cold  &  Co.  . Lincoln,  Nebraska 

E.  E.  Atkinson  &  Co . Minneapolis,  Minn. 

The  Bailey  Co . Cleveland,  Ohio 

Kaufman  Stores  . Richmond,  Va. 
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method  of  purchasing  has  grown  by  leaps  and  bounds. 
The  variety  of  goods  which  can  now  be  purchased 
on  the  installment  plan  has  been  extended  in  some 
stores  to  include  clothing,  furs  and,  in  a  few  instances, 
everything  carried  in  the  store.  In  the  case  of  install¬ 
ment  sales,  most  stores  charge  interest  or  a  carrying 
fee  on  the  unpaid  balance  of  the  account.  Because 
installment  customers  are  required  to  sign  a  conditional 
contract  of  sale,  payments,  whether  they  be  weekly  or 
monthly,  are  met  promptly  as  a  rule  and  losses  on  this 
type  of  business  range  from  five  tenths  of  one  per 
cent  to  one  and  five  tenths  per  cent  of  the  installment 
sales  of  the  store. 

During  the  year  1925,  when  installment  selling  was 
at  its  height  in  this  Country,  we  are  told  the  total 
amount  of  sales  on  the  installment  basis  during  that 
year,  including  automobiles,  amounted  to  six  billion, 
one  hundred  and  seventy-nine  million  dollars.  I  cite 
this  figpire  merely  to  show  you  to  what  extent  the 
American  public  has  taken  advantage  of  installment 
credit  buying. 

The  liberal  granting  of  credit  has  made  it  possible 
for  the  gp’eat  mass  of  American  people  to  own  and 
enjoy  such  things  as  automobiles,  pianos,  phonographs, 
radios,  electric  refrigerators,  washing  machines,  etc. 
which  have  been  factors  in  contributing  to  their  happi¬ 
ness,  raising  their  standard  of  living  and  affording 

them  more  leisure  time  for  the  pursuit  of  activities 

outside  of  the  home,  as  well  as  keeping  our  industries 
employed. 

Customer  Returns 

In  practically  all  the  large  stores  of  our  Country, 
customers  have  always  been  afforded  the  privilege  of 
returning  goods  for  credit.  This  is  a  privilege,  how¬ 
ever,  which  has  proven  to  be  very  costly  to  merchants, 
because  it  has  grown  in  magnitude  and  surrounded 
itself  with  abuses  that  were  undreamed  of  a  decade 

ago.  It  has  frequently  been  found  that  as  much  as 

ninety  per  cent  of  the  merchandise  purchased  by  some 
customers  is  returned.  It  has  been  estimated  that  cus¬ 
tomers’  returns  in  department  stores  in  this  Country 
amount  to  one  half  billion  dollars  annually.  This  adds 
millions  of  dollars  annually  to  the  cost  of  operating 
stores. 

The  merchants  of  America  have  come  to  the  con¬ 
clusion  that  this  evil  should  be  reduced  to  a  minimum. 
Under  the  direction  of  the  National  Retail  Dn,’  Goods 
Association,  surveys  on  the  Return  Goods  Problem 
are  being  conducted  in  different  parts  of  the  country. 
The  aid  of  our  daily  newspapers  and  women’s  maga¬ 
zines,  as  well  as  women’s  clubs  and  other  consumer  or¬ 
ganizations,  is  being  enlisted  in  an  attempt  to  educate 
consumers  regarding  the  waste  and  expense  involved 
in  returning  goods  promiscuously  to  stores. 

Through  the  courtesy  of  Halsey,  Stuart  &  Com¬ 
pany,  Investment  Bankers,  it  was  my  privilege  within 
the  past  fortnight  to  speak  over  a  nation-wide  chain  of 
radio  stations  on  this  subject,  in  an  attempt  to  acquaint 
the  millions  who  constitute  our  great  radio  audience 
with  the  evils  of  the  returned  goods  problem.  This 
occasion  marked  the  inauguration  of  an  extensive 
campaign,  which  our  Association  will  conduct  for  the 
purpose  of  attempting  to  solve  one  of  the  major  prob¬ 
lems  contributing  to  the  expense  of  operation  of  our 
stores. 


Many  Customer  Services 

During  the  past  half  century  American  department 
stores  have  added  from  time  to  time  special  services 
and  conveniences  to  customers,  which  perhaps  are  not 
always  found  in  similar  institutions  in  other  countries. 

I  refer  specifically  to  personal  shopping  bureaus;  style 
and  fashion  information;  interior  decorating  service; 
emergency  hospitals ;  and  in  some  stores,  even  post 
offices  for  the  convenience  of  the  public,  branch  offices 
for  the  payment  of  electric  light,  ^s  and  tax  bills; 
travel  information  bureaus;  theatre  ticket  bureaus;  and 
in  fact,  accommodations  that  merchants  of  a  genera¬ 
tion  or  two  ago  would  not  have  dreamed  of.  Service 
facilities  in  our  stores  have  reached  the  point  where 
they  have  become  the  subject  of  competition  among 
stores,  so  that  merchants  not  only  compete  on  the 
quality  and  price  of  goods  sold,  but  also  on  the  effec¬ 
tiveness  of  the  store’s  service.  While  these  services 
and  conveniences  to  customers  have  played  an  import¬ 
ant  part  in  bringing  our  retail  institutions  to  their 
present  high  level  in  their  communities,  nevertheless 
they  have  without  doubt  been  the  cause  of  the  con¬ 
stantly  increasing  cost  of  doing  business. 

The  buying  of  merchandise  is  a  problem  which 
commands  all  that  a  merchant  possesses  in  the  way  of 
ability,  good  judgment  and  foresight.  As  the  pur¬ 
chasing  agent  for  the  community,  it  is  the  duty  of  the 
merchant  to  study  carefully  the  wants,  needs,  merchan¬ 
dise  trends,  living  and  money  spending  habits  of  his 
customers,  and  then  to  shop  not  only  the  domestic 
markets  of  this  country,  but  visit  the  markets  of  the 
world  for  those  goods  which  his  customers  desire. 
Right  here  I  may  say  that,  because  we  recognize  there 
are  produced  abroad  many  lines  of  goods  which  are 
not  produced  in  our  own  factories,  we,  as  merchants, 
have  always  opposed  any  change  in  the  valuation  basis 
of  our  Tariff  Laws  from  the  present  method  of  Foreign 
Valuation  to  that  of  the  so-called  United  States  or 
-American  Valuation.  If  such  a  radical  change  were 
made  in  our  tariff  structure,  it  would  discourage  our 
merchants  from  purchasing  abroad,  because  of  the 
handicap  and  uncertainty  under  which  they  would  be 
laboring  in  so  doing. 

Changes  in  Buying  Methods 

During  recent  years  the  buying  of  merchandise  for 
resale  has  undergone  verv'  radical  changes.  Every  de¬ 
partment  store  and  specialty  store  of  any  size  has 
representation  through  a  resident  buying  office  in  the 
wholesale  market.  The  larger  department,  specialty 
and  chain  stores  maintain  their  owm  offices  and  resident 
staff  of  buyers.  During  the  last  decade  there  has  been 
a  decided  tendency  for  groups  of  non-competitive 
stores  of  similar  size  and  character  to  form  what  is 
known  as  voluntary  chains  for  the  purpose  of  group 
buying.  Cooperative  group  buying  can  be  carried  out 
effectively  in  staple  lines  of  goods  and  results  in  sub¬ 
stantial  savings  to  the  participating  stores.  In  the  case 
of  style  merchandise  and  seasonal  goods,  however, 
there  are  difficulties  encountered  which  this  system  of 
buying  has  not  as  yet  been  able  to  solve  satisfactorily. 
Another  phase  of  cooperative  buying  consists  in  the 
adoption  and  promotion  of  merchandise  bearing  a 
special  brand  or  label.  In  cases  where  such  labelled 
goods  are  carefully  selected  and  intelligently  promoted, 
worthwhile  results  have  been  obtained. 


June,  1931 


397 


AiKtther  change  which  has  taken  place  in  the  field  of 
buying  is  the  tendency,  today,  on  the  part  of  American 
merchants  to  l)uy  directly  from  producers.  The 
Wholesalers  now  render  a  two-fold  service  to  their 
clients.  They  not  only  supply  their  customers  with 
I  mercliandise  which  they  need,  hut  also  place  at  their 

I  disposal  advice  and  counsel  as  to  how  to  oj^erate  and 

j  merchandise  their  husiness.  Very  frequently  it  is 

I  found  that  a  wholesale  organization  will  supply  its 

:  accounts  with  advertising  and  sales  promotion  plans  and 

I  assist  them  with  their  problems  of  store  layout  and 


ii 


management. 

In  1920  when  a  i^eriod  of  husiness  recession  set  in. 
the  retailers  of  our  Country  found  themselves  heavily 
stocked  with  merchandise.  Because  of  sudden  and 
drastic  price  declines,  retailers  at  that  time  encountered 
heavy  losses.  The  years  1920-21  taught  mercltants  a 
valuable  lesson.  It  was  the  dawn  of  a  new  era  in 
retail  merchandising.  In  order  to  prevent  a  recurrence 
of  such  a  condition  as  they  experienced  at  that  time, 
merchants  have  adopted  a  policy  of  conservative  buy¬ 
ing.  Orders  are  placed  now  to  cover  only  limited  re¬ 
quirements  of  a  store  and  buyers  of  style  and  seasonal 
goods  are  sent  into  the  market  much  more  frequently, 
this  policy  of  conservative  buying  has  without  doubt 
been  one  of  the  saving  factors  for  merchants  during 
the  recent  period  of  business  depression.  I  believe  I 
may  safely  predict  that  a  continuance  of  conservative 
merchandising  and  buying  will  l)e  the  policy  of  the 
.\merican  retailer  of  the  future. 

.Another  important  phase  of  retailing  is  the  promo¬ 


tion  and  advertising  of  goods  to  be  sold.  Unlike  the 
manufacturer  who  employs  an  advertising  agency  to 
carry  the  message  of  his  product  to  the  consumer,  the 
retailer  reserves  to  himself  the  task  of  advertising  his 
wares.  Most  large  stores  employ  a  .sales  promoter  and 
an  advertising  manager,  as  well  as  a  staff  of  artists 
and  copywriters  who  devote  them.selves  exclusively 
to  the  promotional  function  of  the  store.  The  per¬ 
centage  of  iniblicity  exijense  to  net  sales,  ranges  on  an 
average  from  four  and  one  tenth  to  four  and  eight  tenths 
])er  cent.  This  includes  newspaper  advertising,  direct- 
mail  advertising  and  other  miscellaneous  forms  of  ad¬ 
vertising,  as  well  as  window  and  interior  displays.  The 
percentage  of  expense  of  newspaper  advertising  alone, 
ranges  in  department  stores,  on  an  average,  from  two 
and  three  tenths  to  four  j^er  cent.  It  should  l)e  l)orne 
in  mind  that  these  are  common  figures  and  do  not 
represent  extreme  cases  where  the  publicity  and  adver¬ 
tising  expenditures  are  much  higher. 

Department  Store  Advertising 

Newspaper  advertising  is  without  doubt  the  most 
effective  medium  for  the  retail  store.  The  other  media, 
in  the  order  of  their  importance,  are  direct  mail  adver¬ 
tising,  radio,  street  car  and  billboard  advertising,  win¬ 
dow  and  interior  store  displays.  The  results  of  direct 
mail  advertising  vary  with  the  character  of  clientele 
to  which  the  store  appeals  and  to  the  degree  of  care 
with  which  copy  is  prepared  and  mailed. 

Department  stores  are.  generally,  large,  consistent 
users  of  advertising.  This  is  true  not  only  in  normal 
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Insurance  Company  of  North  America 
and  its  subsidiary  companies:  Alliance  Cas¬ 
ualty  Company.  The  Alliance  Insurance  Co. 
of  Phila.  Central  Fire  Insurance  Company. 
Indemnity  Ins.  Co.  of  North  America.  National 
Security  Fire  Ins.  Co.  Philadelphia  Fire  &. 
Marine  Ins.  Co.  write  practically  every  form 
of  insurance  except  life. 
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times,  but  is  especially  true  during  periods  of  business 
depression.  By  advertising  unusual  values  on  a  price 
api>eal,  when  there  has  been  a  hesitancy  of  consumer 
purchasing,  merchants  have  been  able  to  stimulate  busi¬ 
ness,  with  the  result  that  industry  has  likewise  shared 
in  the  benefits. 

.Almost  every  progressive  store  conducts  at  regular 
intervals  special  selling  events.  These  special  selling 
events  afford  us  an  excellent  opportunity  to  observ^e 
the  pulling  power  of  our  advertising  media.  There  are 
instances  on  record  where  stores  have  spent  $40,000 
for  one  day’s  advertising  and,  as  a  result,  have  sold 
as  high  as  $1,000,000  of  merchandise  in  one  day. 

While  merchants  attract  attention,  rouse  interest  and 
create  desire  for  their  goods  through  advertising  within 
their  own  trading  areas,  manufacturers  also  conduct 
great  nation-wide  advertising  campaigns  in  an  effort 
to  create  and  develop  consumer  demand  for  their 
products.  In  some  instances  there  is  such  a  high  degree 
of  cooperation  between  manufacturer  and  retailer  in 
the  promotion  of  goods,  that  the  manufacturer  is 
afforded  the  privilege  of  placing  (demonstrators  in  the 
departments  of  ou.-  stores,  who  devote  themsleves  solely 
to  the  sale  of  the  manufacturer’s  product,  working 
alongside  of  the  regular  salespeople  of  the  store  and 
subject  to  all  the  rules  and  regulations  governing  the 
store’s  employes  in  matters  of  store  policy  and  service. 

The  retail  price  of  many  nationally  advertised  lines 
is  suggested  by  the  manufacturer.  For  the  i^ast  fifteen 
years  there  have  been  attempts  in  the  Congress  of  the 
United  States  to  enact  legislation,  which  would  make 
it  compulsory-  for  the  retailer  to  sell  nationally  adver¬ 
tised  and  trade-marked  goods  at  the  manufacturers’ 
fixed  prices.  We,  as  merchants,  have  always  opposed 
these  attempts  at  retail  price  fixing,  because  the  great 
retail  crafts  of  our  country  have  been  established  and 
developed  on  the  principle  of  price  freedom.  Time  does 
not  permit  me  to  treat  this  important  subject  in  detail, 
but  I  might  say,  in  passing,  that  the  contention  of  the 
retailer  is  that  price  fixing  legislation  would  increase 
the  cost  of  living  to  the  .American  people,  which  con¬ 
tention  seems  to  have  met  with  the  approval  of  the 
recent  session  of  our  Congress. 

Price  Fixing  legislation  is  opposed  in  the  United 
States  by  Labor,  Farm,  Dairy,  Consumer  and  Retail 
Croups. 

Importance  of  Personnel  .Activities 

The  human  element  in  our  ’Craft  presents  a  most 
important  problem.  The  success  of  any  business  enter¬ 
prise  depends  primarily  upon  the  personnel  of  its 
organization.  This  is  more  true  perhaps  in  the  field 
of  retailing  than  in  most  channels  of  business.-  Every 
employe  in  our  store  represents  the  managenient  in 
his  or  her  relations  with  the  store’s  customers.  Custo¬ 
mers  form  their  conclusions  regarding  stores  on  the 
basis  of  their  experience  with  the  stores’  employes. 
.An  intelligent,  efficient  and  well  trained  organization 
can  do  much  in  winning  and  holding  the  good  will  of 
our  customers. 

Because  the  American  merchant  is  conscious  of  all 
this,  he  has  devoted  considerable  thought  to  the  prob¬ 
lems  of  personnel.  Over  a  quarter  of  a  centurv  ago 
there  was  established  in  Boston,  The  Prince  School 
of  Store  Service  Education,  now  a  Graduate  School 
of  Simmons  College,  for  the  purpose  of  training  its 
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graduates  to  go  into  our  retail  stores  and  carry  on 
training  work  amon|j’  their  employes. 

.A  more  recent  development  has  been  the  founding 
of  the  School  of  Retailing  at  Xew  York  University 
and  the  Bureau  for  Retail  Training  at  the  University 
of  Pittsburgh. 

Training  departments  in  our  stores  give  instruction 
in  salesmanship  and  merchandising  and  acquaint  new 
comers  in  the  organization  with  store  policies  and  sys¬ 
tems.  Many  stores  supplement  this  work  by  giving 
executive  training  courses,  such  as  instruction  in  buy¬ 
ing,  merchandising,  advertising,  etc.  to  those  in  their 
employ  whom  they  consider  as  good  potential  executive 
material. 

Careful  study  has  been  given  to  the  methods  of 
compensating  store  employes,  particularly  salespeople. 
The  following  methods  of  compensation  are  those 
which  are  usually  found  in  our  retail  stores : 

Straight  salary 

Salary,  plus  commission  on  sales  over  a  quota 

Salary,  plus  commission  on  net  sales 

Salary,  plus  P.  M.’s 

Straight  commissions  with  limited  drawing 
account 

Time  does  not  permit  a  discussion  of  these  various 
systems  of  paying  salespeople. 

Working  conditions  of  employes  are  carefully  super¬ 
vised.  Our  larger  stores  have  fixed  opening  and  clos¬ 
ing  hours:  during  the  months  of  July  and  .August, 
stores  in  the  large  cities’ close  either  a  half  day  or  all 
day  on  Saturdays ;  employes  are  granted  annual  vaca¬ 
tions  with  pay. 

Employes  Mutual  Benefit  Organizations,  partly  sup¬ 
ported  by  contributions  from  the  store,  have  as  one 
of  their  objectives  the  payment  of  benefits  in  the  case 
of  death  or  serious,  protracted  illness. 

The  management  of  the  most  successful  stores  in 
.America  today  are  living  close  to  their  personnel.  This 
is  a  matter  of  prime  importance.  In  our  system  of  in¬ 
dustrial  democracy,  we  know  no  castes.  Em{)loyers 
and  employes,  alike,  are  ever  ready  and  willing  to  dis¬ 
cuss  their  mutual  problems. 

We  in  .America  know  full  well  that  the  problems  of 
distribution,  today,  and  the  greater  problems  which  will 
confront  succeeding  generations  in  our  Country,  can  ‘ 
be  solved  only  by  attracting  to  the  service  of  our  Craft  ■ 
young  men  and  young  women  of  keen  intelligence, 
sound  judgment  and  exceptional  ability. 

Keen  competition,  ever  fluctuating  economic  condi¬ 
tions  and  great  changes  in  consumer  demand,  all  re¬ 
quire  intensive  application  to  business  on  the  part  of 
the  merchant  and  his  people,  if  his  organization  is  to ; 
survive.  We  in  .America  derive  pleasure  from  thf  i 
intensive  efforts  which  modern  business  e.xacts  and  I 
?m  sure  that  you  gentlemen,  as  leaders  of  the  business  • 
life  of  your  nations,  practice  as  we  do  the  philosoi)hy  , 
of  Sir  Thomas  Lipton — “There  is  no  fun  like  work’’.  ; 

Many  Problems  International  in  Character 

There  perhaps  was  never  a  time  when  business  was  . 
confronted  with  more  varied  and  complex  problems 
than  it  is  today.  This  is  true  in  the  United  States  and ' 
I  believe  it  is  equally  true  in  the  case  of  every  other 
nation.  Some  of  these  problems  are  national  in  sco]ie 
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and  thus  can  Ik;  snlved  by  the  business  leaders  of  the 
pjirticular  country  concerned.  Others  are  of  an  inter¬ 
national  character  and  should  command  the  best  minds 
of  international  leaders  in  government,  industry, 
finance  and  commerce.  Business  everywhere  looks  to 
this  organization,  the  International  Chamber  of  Com¬ 
merce,  to  sponsor  and  coordinate  the  efforts  of  individ¬ 
ual  countries  in  their  attempts  to  solve  our  world-wide 
economic  ills,  bring  about  stability  of  business,  pro¬ 
mote  and  maintain  friendly  trade  relations  among  coun¬ 
tries  and  hasten  the  restoration  of  prosperity  to  the 
jx*oples  of  all  nations.  ' 

The  common  problems  of  industry,  trade  and  finance 
will  never  be  solved  by  individual  effort.  They  must 
l)e  made  the  subject  of  research  by  our  great  trade  or¬ 
ganizations.  Such  studies  must  furthermore  be  supple¬ 
mented  by  intelligent,  cooperative  action  in  an  attempt 
to  carry  out  tbe  findings  and  conclusions  so  reached. 

I  am  hopeful  that  this  Congress  will  result  in  a 
clearer  understanding  of  our  common  problems  and 
that  there  will  follow  definite  action  for  their  study 
and  solution. 

The  International  Chamber  of  Commerce  can  count 
uynm  the  active  cooperation  and  support  of  the  national 
trade  bodies  of  the  United  States.  In  times  such  as 
these,  we  are  indeed  fortunate  to  have  a  world-wide 
organization  which  was  founded  for  the  purpose  of 
studying  and  coordinating  the  efforts  of  international 
business. 

.•\s  President  of  the  National  Retail  Dry  Goods  Asso¬ 
ciation,  I  pledge  the  support  of  that  organization  and 
of  the  merchants  of  .America  in  assisting  in  every 
possible  way  in  maintaining  friendly  trade  relations 
t)etween  the  merchants  of  our  Country  and  the  mer¬ 
chants  of  other  nations,  and  in  promoting  the  develop¬ 
ment  of  world-wide  economic  progress. 


Send  Names  of  Possible  Subscribers  to 
The  Bulletin 

Every  e.xecutive  or  e.xecutive  in  the  making,  should 
read  the  The  Bulletin  each  month.  Realizing  this, 
an  increasing  number  of  member  stores  are  ordering 
additional  copies  for  their  staffs  or  are  encouraging 
them  to  subscribe.  The  price  for  additional  copies  is 
$2.50  a  year,  or  $2.00  a  year  each,  for  a  hulk  mailing 
to  one  address.  If  you  wish  sample  copies  sent  to 
executives  in  your  organizations,  send  us  their  names. 


Summer  Course 

I'he  Gilmore  Summer  Course  in  Personnel  Informa¬ 
tion  is  to  be  held  at  the  Hotel  Mc.Alpin,  New  York 
City,  July  6-18th,  1931.  It  will  present  the  best  cur¬ 
rent  i)ersonnel  practices,  giving  a  complete  and  practi¬ 
cal  picture  of  employment,  training  and  i)ersonnel  ser¬ 
vices,  as  applied  to  small  and  large  stores.  Leaders  in 
the  field  will  lecture  on  various  phases  of  the  work. 


It  Prints  and^  Pins 


Pinning  J^aehine 

— Prints  and  pins  in  one  swift,  simple  operation. 
— Attaches  ticket  with  point  of  pin  .securely  guarded 
between  two  plys  of  ticket. 

— Handles  anything  from  2-line  ticket  to  8-line  con¬ 
trol  ticket. 

— Operates  the  instant  the  merchandise  is  placed  on 
the  anvil.  One  simple  forward  motion  places  the 
merchandise  on  the  anvil  and  at  the  same  time  starts 
the  machine.  This  means  exceptional  speed  in 
marking. 

— Pins  are  always  under  mechanical  control  and 
always  in  plain  sight.  Can’t  clog. 

— Weighs  only  44  lbs.  Can  be  moved  anywhere  for 
marking  or  re-marking. 

Your  business  card  or  letterhead,  attached  to  this 
coupon,  will  bring  complete  information  and  prices. 


I  ^^^Dept.  S.  Q.  O.  6  I 

I  Manufacturing  Company  I 

I  Framinghain,  Mass.  I 

' - - 1 
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Publications,  Reports  and  Studies 
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Training  For  Juniors 

A  study  made  by  a  committee  headed  by  Helen  Rich 
Norton,  Employment  Manager,  The  Halle  Broth¬ 
ers  Company,  Cleveland,  Ohio,  for  the  Personnel 
Group  of  the  National  Retail  Dry  Goods  Asso¬ 
ciation. 

Twelve  stores  have  cooperated  in  giving  the  ma¬ 
terial  for  this  study.  Initial  training,  centralized 
training,  promotional  training  courses,  with  de¬ 
scriptions  of  the  best  methods  of  conducting  such 
training  are  described.  Outlines  of  lesson  plans  for 
various  Junior  groups  are  given  in  detail.  Ex¬ 
amples  of  rating  sheets  with  their  method  of  ap¬ 
plication  are  described.  98  pages. 

Price  $2.30 

To  members  of  the  National  Retail  Dry'  Goods 
Association  S1.50 
*  *  *  * 

A  Study  of  Shopping  Reports  As  An  Evaluation  of 
T  raining 

A  Publication  of  the  Personnel  Group  of  the  Nation¬ 
al  Retail  Dry  Goods  Association. 

This  report  is  a  very  complete  resume  of  the  use 
of  the  shopping  report  by  two  stores  as  a  method 
of  evaluating  training.  The  shopping  reports  used 


by  both  stores  are  given  and  the  methods  of  using 
these  reports  described  in  detail.  The  rate  of  im¬ 
provement  in  service  is  analy'zed  as  well  as  groups  ‘| 
of  shopping  reports  over  various  periods.  13  pages. 

Price  $1.50 

To  members  of  the  National  Retail  Dry  Goods 
Association  $1.00 


Traffic  Group 

Rubber  Stamp  Marking 

An  account  of  marking  methods  in  one  of  the 
large  department  stores,  including  a  time  study 


and  other  valuable  data. 
NRDGA  Members  Free 


Non-Members  .50 


Retail  Delivery  Association 

Manual  for  Delivery  Men 


Pocket  instructions  manual  on  responsibility,  day’s 
work,  safety,  etc.,  including  Accident  Report 
Cards  16  pages. 

NRDGA  Members  .30  Non-Members  .30 


EXECUTIVES 

WHO  WANT  OPENINGS 


At  headquarters  we  have  a  file  of  names  of  e.reciitivcs 
who  are  seeking  opportunities.  You  are  entitled  to  access 
to  this  file.  If  there  is  an  opening  in  your  organisation  it 
may  be  that  we  can  help  yon  find  the  man  or  woman  you 
have  been  looking  for.  We  har’e  otte  standing  rule — u’c 
will  not  take  employees  from  one  member  store  to  fill  a 
place  in  another.  Persons  employed  in  awy  member  store 
may  secure  help  from  the  Association  in  fittding  another 
position  only  upon  submission  of  written  consent  from  the 
head  of  the  member  store.  The  following  applicants 
have  been  selected  for  consideration  of  Association  mem¬ 
bers.  If  you  do  not  see  what  you  want,  write  us. 


MANAGER 

Manager  of  a  Southern  store  doing  million  dollar  volume, 
wishes  to  become  associated  with  a  larger  store.  Has  a 
thorough  knowledge  of  modern  methods  and  the  capacity  to 
put  them  into  successful  operation,  having  been  especially  suc¬ 
cessful  in  reorganizing  the  mechanics  of  store  operation,  re- 
juvinating  the  personnel,  clearing  up  a  bad  merchandise  condi¬ 
tion  and  putting  stocks  into  relation  with  sales,  thereby  elim¬ 
inating  old  merchandise.  Forty-five  years  of  age,  married, 
Protestant.  F-3S-31. 


MERCHANDISE  MANAGER— ASSISTANT 
TO  OWNER 

Successful  record  as  general  merchandise  manager,  assistant 
to  president,  sales  and  advertising  manager  in  some  of  .Ameri¬ 
ca’s  best  department  stores,  volumes  ranging  from  two  to 
thirty  millions.  Absolutely  dependable.  Thorough  knowledge 
unit,  dollar,  and  expense  control.  Highest  references.  Present 
store  contemplating  change  of  ownership,  reason  for  planning 
to  leave.  Available  July  1st.  Married,  age  32.  F-36-31. 

BOOKKEEPER  OR  OFFICE  MANAGER 

Young  married  man  desires  position  in  department  or  ready- 
to-wear  store.  Experienced  and  can  furnish  references.  Install  , 
and  operate  retail  inventory  system  and  unit  control.  Also  I 
expense  classification  as  outlined  by  the  N.  R.  D.  G.  A.  F-37-31.  j 

RECEIVING  MANAGER  I 

Receiving  manager  seeking  position  with  progressive  firm. 
Ten  years  experience  with  first  class  firms.  Good  references. 
Age  *29.  F-38-31. 

FOR  SALE 

Conveyor  system,  hardly  used;  complete  with  motors  and 
all  parts.  In  units  so  that  it  can  be  adapted  to  any  size.  No 
reasonable  offer  will  be  refffused.  F-39-31. 

FOR  SALE 

Five  International  Time  Recording  Clocks,  card-type,  to¬ 
gether  with  the  card  racks,  at  a  very  reasonable  price.  F-40-31. 


